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FOREWORD BY THE EXECUTIVE MAYOR 


The 2009/2010 Annual Report for the Lukhanji Municipality sets out the performance highlights 
and financial management for the 2009/2010 financial year. The report is an account of the 
Municipality's achievements in the year under review, and as with any rigorous reporting 
instrument it does not hesitate in pointing out where the Municipality has fallen short. 

The report is published in terms of the Municipal Finance Management Act, which requires 
municipalities to report regularly on all aspects of performance and expenditure. It also forms part 
of a cycle of ongoing planning, monitoring and evaluation that begins with the formulation and 
annual review of the Integrated Development Plan - the five year plan for the Municipality, which 
ideally reflects the shared views of all parties represented in Council. 

The year was one of renewal; most significantly a renewed commitment to the priorities identified 
through dialogue with the community. A major undertaking in establishing and meeting those 
priorities was the development of the Integrated Development Plan which outlines our goals and 
our strategies for reaching them. As a living document, the plan will be regularly updated to 
ensure citizen voices continue to be heard in planning the direction of Lukhanji's future. 

Readers of the Annual Report will be able to reflect on progress in meeting the vision and 
objectives of the IDP, and see where we have delivered and where the challenges still lie. I have no 
doubt that this will be a useful document for councillors, staff and stakeholders as we strive to 
continuously improve our services to the people of Lukhanji. 

Gradually, we are realizing our vision of building a united, prosperous and productive community. 
In 2011 we will continue to be guided by the priorities mandated by our residents. Our successes 
will be defined by, and reflected in, our citizens' quality of life. 

I would like to take this opportunity to thank all members of Council and staff for their hard work 
and commitment to public service. I look forward to another successful year in 2011. 

M NONTSELE 
EXECUTIVE MAYOR 
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STATEMENT BY THE MUNICIPAL MANAGER 


This report is published in terms of the Municipal Finance Management Act (MFMA), Act 56 of 
2003 and the local government legislation that has brought about considerable changes to local 
government over the last 15 years. The MFMA sets very high standards when it comes to 
accounting on the use of public funds. 

As is the case with many other municipalities, the Lukhanji Municipality strives to achieve service 
excellence in all areas of its work. This report will give readers a substantial insight into the 
workings of the Municipality. 

Many important issues are highlighted in this annual report, which remain challenges for the 
administration in the period ahead. This 2009/10 Annual Report includes a depth of information 
that was not available in last year's report and I therefore have no doubt that in the years ahead 
we will continue to improve and deepen our standards of reporting, and ultimately and more 
importantly, the quality of services that we render. 

A solid institutional platform has been built on which to enhance service delivery priorities. We 
have improved the level of public participation in Municipal Governance and continue to strive to 
improve our customer service delivery standards. 

I am aware of the gaps in performance and performance management and will therefore, 
continue to develop and implement a culture of urgency and ensure that the Municipality 
responds to the needs of citizens in an equitable, fair, just, sustainable and financially viable way. 

I would like to express my sincere appreciation and gratitude to the following; 

• the community or our clients for their loyal support and understanding during the year under 
review. 

• the staff for their unequivocal support and commitment during the past year; and 

• the Councillors for their political guidance and leadership. 

P BACELA 

MUNICIPAL MANAGER 
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OVERVIEW OF THE MUNICIPALITY 


Locality 

Lukhanji is a category B municipality situated within the Chris Hani District of the Eastern Cape 
Province. It is made up of the combination of the greater Queenstown and surrounding farms and 
villages. Hinge, Hewu / Whittlesea and Ntabethemba. Lukhanji is landlocked by the municipalities 
of Tsolwana and Inkwanca to the west and Emalahleni and Intsika Yethu to the north and 
Amahlathi to the east. 



Source: Illustration created from maps 
extracted from the Department of 
Health, Chris Hani District Municipality 
GIS and the Demarcation Board 


MAP 1 


Location of Chris Hani District Municipality within the Eastern 
Cape Province and Lukhanji Municipalitjt within the Chris Hani 


The above figure shows the locality of Lukhanji Municipality within the within the Eastern Cape 
Province and Chris Hani District municipal context. 

Lukhanji occupies a strategic geographic position within the Chris Hani District municipality and 
covers approximately 4231 km^ in extent. It comprises of 27 wards. 
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Population 

Research done by various agencies including Global Insight (2006) and the Bureau of Market 
Research (2006) agree that the population of Lukhanji has grown by an average of one percent per 
annum between 2001 and 2006. Given this modest growth the population of Lukhanji is now 
estimated at 193 917 people. The majority (91%) of the population is Black. 



Economic Growth 


Lukhanji is a strategic and important economic sub-region in the Chris Hani District. It has the 
highest concentration of urban settlements, industrial activity, commerce, transport infrastructure 
services; regional service centres (offices of government and NGOs), social development services 
(tertiary schools, specialist health facilities, and other amenities). 

Lukhanji has recorded some positive growth between the years 2001 and 2006. Lukhanji accounts 
for over 37% of the district GDP (Global Insight, 2006). 

Employment 

Unemployment is a major development challenge in Lukhanji. According to research done by 
Global Insight, unemployment in Lukhanji has improved slightly between 2001 and 2006 by a 1.3% 
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decline. This figure is better than that of the district (0.8%) and the country (0.5%) while slightly 
lower than that of the EC province at 1.4% over the same period. 
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CHAPTER 1: HUMAN RESOURCE AND OTHER ORGANISATION MANAGEMENT 


1.1 ADMINISTRATIVE STRUCTURE 

The placement of staff into the organogram, as per an adopted amalgamation plan, was 
completed and job descriptions drafted in accordance with the T.A.S.K job description model 
prescribed by the Bargaining Council. 

During the period under review, all job descriptions have been evaluated and a report on the final 
outcomes of the process has been received. 

During the period under review. Council successfully completed the performance agreements for 
all it staff appointed in terms of Section 57 of the Municipal Systems Act. These agreements were 
accepted by Council and endorsed by all "Section 57" employees. A total of 7 agreements have 
been concluded and include the Performance agreements of the following incumbents: 

• Municipal Manager 

• Chief Financial Officer 

• Director: Technical Services 

• Director: Community Services 

• Director: Human Settlements and Land Development 

• Strategic Executive Officer 

• IDP/LED Strategic Manager 

Copies of all the agreements listed above have been submitted to the Department of Local 
Government and Traditional Affairs within the specified timeframes. 
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1.2 MACRO STRUCTURE 


l_UKHANJI MUNICIPALITY 
PROPOSED MACRO STRUCTURE 
JANUARY 2010 TO 2011 



Management 


3 STAFF DEVELOPMENT INITIATIVES 


The Workplace Skills Plan for 2010/2011 financial year has been adopted and the implementation 
report for 2009/10 has been submitted to LGWSETA as required by Skills Development Act 


Grants totalling R340 827 were received from the LGSETA during the period under review, 
















Number of Beneficiaries trained during the period under review: 


Beneficiaries 

Number 

Type of Training 

Institution 

Clerical & Admin Staff 

7 

Local Government 

Accounting 

(learnership) 

Bryant Bell & Associates 

Clerical & Admin Staff 

1 

Supply Chain Data Capturing 
Training 

Provincial Treasury 

Clerical & Admin Staff 

1 

SMME Management 

UN ISA 

Legislators 

2 

Executive Leadership 

Municipal Development 
Programme (Certificate) 

University of Fort Hare 

Legislators 

40 

Executive Leadership, Local 
Economic Development, 
Conflict Resolution & Service 
Delivery 

Spontaneous 

Management Consulting 

Legislators 

2 

Local Government Law 
(Certificate) 

University of Fort Hare 

Professionals 

1 

Local Government Law 
(Advanced Certificate) 

University of Fort Hare 

Professionals 

1 

Geographic Information 
Systems 

NMMU 

Technicians 

1 

Project Management 

NMMU 

Technicians 

1 

Geographic Information 
Systems 

NMMU 

Directors & Corporate 
Managers 

2 

Local Government Law 
(Certificate) 

University of Fort Hare 

Directors & Corporate 
Managers 

1 

General Conditions of 

Contract 

SAICE 

Directors & Corporate 
Managers 

1 

Practical Labour Law 

NMMU 

Directors & Corporate 
Managers 

1 

Municipal Finance 
Management 

Programme 

IMFO 

Directors & Corporate 
Managers 

5 

Disciplinary Enquiry 

Global Business Solutions 

Directors & Corporate 
Managers 

1 

Gender Mainstreaming 

PALAMA 

Labourers 

4 

ABET 

Dept, of Education 

Labourers 

1 

Local Government Law 
(Certificate) 

University of Fort Hare 

TOTAL = 

73 
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1.4 KEY HUMAN RESOURCES STATISTICS PER FUNCTIONAL AREA 


1.4.1 Municipal Manager, Section 57 and Line Managers 



Approved positions 

No. of 

budgeted posts 
per position 

Filled posts 

Vacant posts 

1 

Municipal Manager 

4 

4 

0 

2 

Administration and HR 

3 

3 

0 

3 

Community Services 

6 

5 

1 

4 

Human Settlement and Land 
Development 

3 

2 

1 

5 

Budget and Treasury 

4 

4 

0 

6 

Technical Services 

6 

3 

3 


TOTAL 

26 

21 

5 


1.4.2 Municipal Managers Office 


Approved positions 

No. of 

budgeted posts 
per position 

Filled posts 

Vacant posts 

1 

Senior Managers & Line 
Managers 

4 

4 

0 

2 

Discretionary Decision 

Making 

6 

6 

0 

3 

Professional 

2 

1 

1 

TOTAL = 

12 

11 

1 


The following vacancies exist in the office of the Municipal Manager: 


• Clerk Grade I - Internal Audit 


1.4.3 Administration and Human Resources 


Approved positions 

No. of 

budgeted posts 
per position 

Filled posts 

Vacant posts 

1 

Senior Managers & Line 
Managers 

3 

3 

0 

2 

Discretionary Decision 

Making 

7 

7 

0 

3 

Professional 

4 

4 

0 

4 

Unskilled 

2 

2 

0 

TOTAL = 

16 

16 

0 


No vacancies exist in this Directorate. 
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1.4.4 Budget & Treasury 


Approved positions 

No. of 

budgeted posts 
per position 

Filled posts 

Vacant posts 

1 

Senior Managers & Line 
Managers 

6 

6 

0 

2 

Professionals 

2 

2 

0 

3 

Discretionary Decision 

Making 

53 

50 

3 

4 

Unskilled 

5 

5 

0 

TOTAL = 

66 

63 

3 


The vacant posts in the Budget and Treasury Office include: 

• 2 X Debt Collection Clerk 

• Clerk Services 


1.4.5 Human Settlement and Land Development 



Approved positions 

No. of 

budgeted posts 
per position 

Filled posts 

Vacant posts 

1 

Senior Managers & Line 
Managers 

3 

2 

1 

2 

Professionals 

15 

14 

1 

3 

Discretionary Decision 

Making 

7 

6 

1 

4 

Unskilled 

13 

12 

1 


TOTAL = 

38 

34 

4 


At the end of the 2009/10 financial year, the following vacancies existed in the Directorate 
of Human Settlement and Land Development: 


• Housing Administrator 

• Senior Office Assistant 

• Clerk Villages 

• General Worker 
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1.4.6 Technical Services 



Approved positions 

No. of 

budgeted posts 
per position 

Filled posts 

Vacant posts 

1 

Senior Managers & Line 
Managers 

6 

3 

3 

2 

Skilled Technical 

29 

26 

3 

3 

Semi-Skilled Technical 

18 

17 

1 

4 

Discretionary Decision 

Making 

44 

38 

6 

5 

Professionally Qualified 

8 

5 

3 

6 

Unskilled 

61 

52 

9 


TOTAL = 

166 

141 

25 


At the end of the 2009/10 financial year, the following vacancies existed in the Directorate 
Technical Services: 


• Senior Manager: Civil 

• Messenger 

• General Worker X 7 

• Driver 

• Senior Electrician X 3 

• Handyman 

• Senior Workers X 4 

• Project Manager 

• Project Co-ordinator 

• Artisans X 2 (Masons and Carpenter) 

• Supervisor 

• Principal Technician 


1.4.7 Community Services 



Approved positions 

No. of 

budgeted posts 
per position 

Filled posts 

Vacant posts 

1 

Senior Managers & Line 
Managers 

70 

35 

35 

2 

Professionals 

4 

4 

0 

3 

Discretionary Decision 

62 

58 

4 
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Making 




4 

Skilled Technical 

1 

1 

0 

5 

Unskilled 

234 

215 

19 


TOTAL = 

371 

276 

95 


1.4.8 Levels of Education and Skills 


Total number of 

staff 

Number of staff 

without Grade 12 

Number of staff with 
Senior Certificate 

only 

Number of staff with 
Tertiary/accredited 
professionals 
training 

669 

221 

204 

248 


1.5 TRENDS ON THE TOTAL PERSONNEL EXPENDITURE 


The list below reflects the Human Resources actual expenditures during the past three financial 
years: 


2007/2008 = R72 071 266 

2008/2009 = R76 157 890 

2009/2010 = R77 447 576 

There has been a significant increase in the personnel expenditure in the past three financial 
years. This can be attributed to the rising cost of labour, new positions that have been created, the 
annual salary increases and the increased number of employees who qualify for housing subsidies 
and other allowances. 


1.6 THE NUMBER AND NAME OF PENSION AND MEDICAL AID FUNDS 


The National Collective Agreement on choice of Medical Aid Schemes has been fully implemented 
and systems put in place to administer them efficiently. The following are the accredited medical 
aid schemes used: 


SCHEME 

MEMBERS 

1 

Bonitas 

204 

2 

Key Health 

12 

3 

L. A. Health 

70 

4 

Hosmed 

17 

5 

Samwumed 

97 
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Pension Funds are negotiated at Bargaining Council level. The following are pension funds in use: 


PENSION FUND 

MEMBERS 

1 

Cape Joint Pension & Retirement Fund 

141 

2 

South African Local Authorities Pension Fund 

97 

3 

South African Municipal Workers Union Provident 
Fund 

20 

4 

Municipal Employee's Pension Fund 

253 

5 

GEPF (Not accredited at local authority level) 

1 


1.7 EMPLOYMENT EQUITY RATIO 



1.8 DISCLOSURES 

1.8.1. Councillors 

1.8. 1.1 Remuneration of Councillors 


The following table reflect the expenditure on Councillors' remuneration for the 2009/10 


financial year. 



2008/09 

2009/10 

Mayor's allowance 

538,246 

572,108 

Executive Councillors allowances 

2,275,914 

3,494.590 

Councillors' allowances 

8,164,467 

5,904,349,53 

Councillors' pension and medical aid 
contributions 

879,621 

1,253,538.25 

TOTAL = 

11,858,248 

11,224,585.78 
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1.8. 1.2 In-kind benefits 


All Councillors remuneration is paid in accordance with the determination of the upper 
limits of salaries, allowances and benefits of different members of municipal councils. 
(Remuneration of Public Office Bearers Act, 1998)(Act no. 209 of 1998) 

The Executive Mayor, Speaker and all Mayoral Committee members except the Portfolio 
Holder for Estates and Planning are employed full-time. Each is provided with an office and 
secretarial/administrative support at the cost of the Council. 

The Executive Mayor has access to a Council-owned vehicle for ceremonial and official 
functions in terms of Council's policy on the Payment of Expenses and Provision of Facilities 
to Councillors. 


Some Ward Councillors are provided with work stations or ward offices for which 
stationary are provided from time to time. 


1.8.2 Senior Officials 


1.8. 2.1 Remuneration of Senior Officials 



2008/09 

2009/10 

Municipal Manager 

630,010 

696,162 

Chief Financial Officer 

594,036 

656,411 

Directors 

2,359,816 

2,607,597.24 

TOTAL = 

3,583,862 

3,960,170.24 


1.8. 2. 2 In-kind benefits 


All Section 57 appointees obtain benefit from Council's Cellphone policy in terms of which 
a 5% discount on the monthly account is being received from the service provider in 
accordance with its corporate client service. Unlike Councillors, who receives the same 
benefit. Section 57 employees are required to submit a list of all private telephone calls 
made every month, such costs being deducted from the monthly salaries of each. 
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CHAPTER 2: BASIC SERVICE DELIVERY PERFORMANCE HIGHLIGHTS (KPA 2) 


INTRODUCTION 

Strategic Planning is central to the long term sustainable management of the Lukhanji 
Municipality. The Municipality's overarching strategic plan, the Integrated Development Plan 
Review, 2009/2010, was approved by Council in 30 June 2009, and serves as the baseline for the 
respective Annual Plans. 

In order to achieve the Implementation of the IDP, it is imperative that the municipality undertake 
a process of Annual Planning to align its key performance indicators and targets, as well as its 
budget, to the outcomes envisaged in the IDP. 

The following tables encapsulate the report on the performance on the strategic plan of the 
Municipality for the 2009/10 Financial Year. 

TABLES FOR MUNICIPAL ANNUAL PERFORMANCE REPORT 2009/2010 


SUPPLY CHAIN 


No 

Total 

Value 

Challenges 

No of Procurements 

(Above R200 000) 

9 

R13 416 

194 

1 Lack of capacity 

2 Project implementation monitoring 

3 Supplier rotation 

4 Deviation from Supply Chain procedures 

No of Procurements 

(R30 000 - R200 000) 

31 

R3 141 

768 

Average turnaround time 
from requisition to 
acquisition (days) 

14 days 


HUMAN RESOURCES 

No of posts in the 
Municipality 

592 

Most Critical Vacancies 

Key Positions Filled 

Number of funded 

147 

1. IDP/LED Strategic 

1. Senior Manager: 
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vacancies 


Manager 

Infrastructure Unit 

Number of posts filled in 

76 

2. Strategic Executive 

2. SPU Manager 

2009/10 

Officer 

3. Manager: Parks and 


12 

3. Estates Manager 

Recreation 


(Resignation 


4. 5 X Financial 


} 

4 Manager: Civil 

Management Interns 

Number of exists during 

6 

(Retirement 

Engineering 

5. Superintendent: 

Parks & Recreation 

2009/10 

) 

10 


6. Administration 


(Diseased) 


Manager 


6 

(Dismissed) 




MONITORING, EVALUATION AND OVERSIGHT 

This Service Delivery Report is a culmination of setting planned outcomes, outputs and inputs in the 
Service Delivery and Budget Implementation Plans (SDBIPs) and measuring and reporting actual 
performance against planned performance. The types of indicators, responsible role players, reporting 
medium and frequency involved in the cycle are reflected below. 

Type of indicators 

Responsibility 

Reporting medium 

Frequency 

Vision and Mission 

(What do we aim to 
change?) 

Community 

Council 

Annual Report and 
Oversight Report to 

communities and 

stakeholders ^ 

L 

Annual 

Outcomes 

(What do we wish to 
achieve?) 

Council 

Municipal Manager 

SDBIP 

1 

r 

Quarterly 

Outputs 

(What do we produce 
and deliver?) 

Directors 

Section Managers 

Reports to Portfolio 

Committees 

MFMA Section 71 

reports 

Monthly 

Inputs 

(What do we use and 
do?) 

Municipal Manager 

Directors 

Directors meetings 

minutes 

Weekly 
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SERVICE DELIVERY REPORT 


KEY PERFORMANCE AREA 1: 

GOVERNANCE 


Project 

KPI 

Target 

Actual 

Comments/ Challenges / 

Planned Interventions 

Recruit & appoint for all 
budgeted posts in 2009/10 

% of funded 

vacancies 

filled 

100% 

70% 

Filling of vacancies frozen to 
investigate whether existing 

contract workers could not 

be absorbed in positions. 

Develop and adopt an HR 
retention strategy 

Staff 

retention 

policy 

developed 

Adoption 

of staff 

retention 

policy 

(100%) 

15% 

Strategy developed and 

circulated to Directors for 

input. Comments awaited. 

Improve the safety of the 
workplace environment 

No. of 

workplace 

fatalities 

0% 

0% 

None 

Draft, and submit annual 
report within 7 months of 
year-end 

Annual 

Report tabled 

in Council 

100% 

100% 

None 

Oversight 

Report 

Adopted 

100% 

100% 

None 

Develop access to 

information manual in order 

to facilitate access to 

municipal information to the 
public 

Number of 

requests 

granted 

100% 

automatic 

disclosure 

100% 

None 

Safeguarding all municipal 

information and 

documentation 

% compliance 

with the 

Archive Act 

100% 

100% 

None 

Train all ward committees 

in key municipal functions 

number of 

ward 

committees 

27 

27 

None 
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KEY PERFORMANCE AREA 1: 

GOVERNANCE 


Project 

KPI 

Target 

Actual 

Comments/ Challenges / 

Planned Interventions 


trained 




Update, verify and link 
Indigent Policy to municipal 
budget by December 2009 

Indigent 

household 

register 
updated and 

linked to 

budgeted 

Indigent 

household 

register 

updated 

and linked 

to 

budgeted 

Register 

Updated 

None 

Participate in the District 
intergovernmental relations 

forum 

Improved 

communicati 

on as 

assessed by 

MM on a 

scale of Ivery 
poor - 5 

excellent 

3 

3 

District Municipality 
responsible for coordinating 
intergovernmental activities. 

1 Municipal Managers' 

forum attended. 

Establish and formalise with 

MoUs and partnerships with 
Sector Departments 

Number of 

MoU actually 

concluded 

with Depts. 

1 

0 

MoU with Walter Sisulu 

University in the process of 
being finalised. 

Develop by-laws and 
publicise 

Develop by- 
law for 

property 
rates and by- 
law for roads, 

traffic and 

safety 

Promulgat 
ed by-laws 

By-laws 

Promulgat 

ed 

None 

Develop and adopt a 
communication strategy 

Communicati 

on strategy in 
place 

Strategy 

adopted 

Strategy 

developed 

Strategy needs to be 
workshopped with 

Councillors before 

resubmission to Council for 

adoption 
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KEY PERFORMANCE AREA 2: INSTITUTIONAL TRANSFORMATION 

Project 

KPI 

Target 

Actual 

Comments/ Challenges / 

Planned Interventions 

Drafting, Printing and 
Circulation of agendas 

Time taken to 

circulate 

Council 

agendas to all 

stakeholders 

before a 

meeting 

4 days for 
Standing 

Committe 

e, 1 day 

for 

Mayoral 

Committe 

e and 

Directors 

and 7 days 

for Council 

agendas 

4 days for 
Standing 

Committe 

e, 1 day 

for 

Mayoral 

Committe 

e and 

Directors 

and 7 days 

for Council 

agendas 

None 

Preparation and Circulation 
of reports/ information/ 
minutes after a meeting 

Time taken to 

make 

available 

information 

after a 

meeting 

7 days 

after 

meeting 

7 days 

None 

Convene at least 1 Council 

meeting per quarter in 
terms of S37(c) of the 

Structures Act 

% of Council 

meetings 
taking place 

as scheduled 

8 per 

annum 

10 

None 

Develop electronic 

resolution tracker and 

database 

Time taken to 

populate the 

electronic 

resolutions 

database 

7 days 

after 

meeting 

7 days 

None 

Develop Training 
programmes for staff to 
address gaps identified 
during skills audit 

Number of 

training 

programmes 

developed 

and staff 

identified to 

attend 

courses 

4 per 

annum 

(incl. 

Annual 

report) 

4 

None 
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KEY PERFORMANCE AREA 2: INSTITUTIONAL TRANSFORMATION 

Project 

KPI 

Target 

Actual 

Comments/ Challenges / 

Planned Interventions 

Implement the existing plan 

% progress on 

WSP 

implementati 

on 

100% 

100% 

None 

Develop, adopt and 
implement EEP 

% progress on 

EEP 

implementati 

on 

100% 

100% 

None 

Monitor and regularly report 
on equity targets adopted 

% of new 

appointments 

from 

designated 

groups 

100% 

98,7% 

76 Appointments 

Males = 40 from 41 = 52,6% 

Females = 35 = 46,1% 


KEY PERFORMANCE AREA 3: FINANCIAL VIABILITY 

Project 

KPI 

Target 

Actual 

Comments/ Challenges / 

Planned Interventions 

Update, verify and link 
Indigent Policy to municipal 
budget by December 2009 

Indigent 

household 

register 
updated and 

linked to 

budgeted 

Indigent 

household 

register 

updated 

and linked 

to 

budgeted 

Register 

Updated 

None 

Implement and Administer 
the Supply Chain 

Management function of 
the municipality 

% progress in 

the annual 

review of 

Supply Chain 
Management 
Policy 

100% 

100% 

None 

% 

procurements 

are done 

according the 
Supply Chain 
Management 
Policy 

100% 

90% 

None 


20 




KEY PERFORMANCE AREA 3: FINANCIAL VIABILITY 

Project 

KPI 

Target 

Actual 

Comments/ Challenges / 

Planned Interventions 

Timely and correct reporting 
of information relating to 
the municipal finances and 
budgets 

Percentage of 
all required 
reports 

submitted as 

per 

regulations 

100% 

100% 

None 

2008/09 

Financial 

statement 

delivered 

within 60 

days of year 

end 

2008/09 

Financial 

statement 

delivered 

within 60 

days of 
year end 

N/A 

None 

Prepare and produce DRAFT 
municipal budget 

Draft budget 

is tabled to 

Council by 31 

March 

Tabled by 

31 March 

- 

None 

Budget & Expenditure 

Adjustment 
budget 
prepared and 

submitted to 

Council by 25 
January 

Adjustmen 
t budget 

- 

None 

Develop and implement 
MFMA compliant asset 
register 

% progress 

towards 

MFMA 

compliant 
asset register 
completed 

100% 

70% 

None 

Provision of timely and 
correct billing and collection 
of municipal debtors 

Ensure that 

the credit 

control and 

debt 

collection 

policy of the 

Council is 

implemented 

100% 

70% 

None 

Revise tariffs according to 

Revise tariff 

All 

Tariffs 

Municipality now selected to 
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KEY PERFORMANCE AREA 3: FINANCIAL VIABILITY 

Project 

KPI 

Target 

Actual 

Comments/ Challenges / 

Planned Interventions 

updated valuation roll 

with budget 

revision 

relevant 

tariffs 

revised 

Revised 

be part of P3 project of 

SALGA aimed at determining 

whether tariff structure is 

accurate. 

To develop and implement 

revenue enhancement and 

collection strategy 

% progress 

towards 

revenue 

enhancement 

and collection 

strategy 

development 

100% 

70% 

Strategy developed. 

Mayoral Committee inputs 

awaited before Council 

adoption. Mayoral 
pronouncements during 
budget outreach 
implemented. 

Develop and adopt Risk 
Management Plan 

Risk 

management 

plan 

developed 

Risk 

managem 

ent plan 
developed 

0% 

Draft Risk Management Plan 
in the process of being 

revised. 


KEY PERFORMANCE AREA 4: LOCAL ECONOMIC DEVELOPMENT 

Project 

KPI 

Target 

Actual 

Comments/ Challenges / 

Planned Interventions 

Lobby resources to 
implement existing LED 
Strategy 

number of 

funding 

received from 

funders to 

implement 

strategy 

2 funds 

received 

by March 

2010 

0 

IDP/LED Strategic Manager 
resigned. Applications for 
funding placed on hold until 
vacancy has been filled. 

Develop SMME SUPPORT 
Strategy 

Strategy in 
place March 

2010 

Strategy 
adopted 
by council 

Not 

achieved 

Challenges experienced with 

utilisation of Thina Sinako 

Funding. 

Facilitate establishment of 

partnerships for Economic 
Development 

Number of 

partnerships 

concluded 

with MOUs or 

agreements 

3 

partnershi 

ps 

None 

Mayoral Forum established 
with business community to 
begin the process of forming 
relationships. 

Appoint an SMME officer in 

the LED section 

SMME Officer 

appointed 

Officer 

appointed 

No 

appointme 

Lack of funding 
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KEY PERFORMANCE AREA 4: LOCAL ECONOMIC DEVELOPMENT 

Project 

KPI 

Target 

Actual 

Comments/ Challenges / 

Planned Interventions 



by March 

2010 

nt 


Appoint Agric development 

officer 

Agric 

development 

officer 

appointed 

Officer 

appointed 
by March 

2010 

No 

appointme 

nt 

Lack of funding 

Support department and 

DM initiatives for 

revitalization of Shiloh 

irrigation scheme 

participation 

in the 

implementati 

on structures 

and processes 

Have 

representa 

tion in the 

scheme 

trust 

Not 

achieved 

Project entirely managed by 
the District Municipality. 

To facilitate linkages with 

PMU (EPWP) for short term 
job creation and monitoring 

Quarterly 
reports on job 

creation 

obtained 

from PMU 

Report on 
job 

creation 

numbers 

tabled to 

Mayco 

Not 

achieved 

Several meetings held 
internally and with Dept, of 

Public Works. Internal 

Coordinator appointed to 
coordinate all EPWP projects 
until funding has been 
obtained to appoint a 
permanent person. 

Support informal traders 

with creation of market 

places (EG. STALLS) & link to 

services 

Marketplace 

infrastructure 

installed in 

relevant 

wards 

Selling 

stalls, 

refuse bins 

and 

ablution 

facilities 

installed 

60% 

achieved 

Hawkers' stalls in Whittlesea 

CBD constructed. Facilities 

now need to be handed over 

to beneficiaries. 

Facilitate market linkages 
for local produce via 
partnership arrangements 

Status report 

on 

implementati 

on of 

partnership 
agreement by 

SMME officer 

Status 

reports 

submitted 

to Led 

Manager 

Not 

achieved 

SMME officer not appointed 

Review local Tourism sector 

Plan by March 2010 

Revised 

tourism plan 
in place 

Revised 

plan 
adopted 
by March 

2010 

Not 

achieved 

Tourism officer not 

appointed 
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KEY PERFORMANCE AREA 4: LOCAL ECONOMIC DEVELOPMENT 

Project 

KPI 

Target 

Actual 

Comments/ Challenges / 

Planned Interventions 

Recruit and appoint Tourism 

officer 

Tourism 

officer 

appointed 

officer 

appointed 
by March 

2010 

Not 

achieved 

Lack of Funding. GTZ 

seconded an official to the 

Tourism office to assist in 

promoting tourism. 

Review, workshop and 
enforce street trading by- 
law 

Number of 

wards 

workshopped 

on suite of 

municipal by- 
law 

27 

4 

workshops 

conducted 

Challenge with Thina Sinako 
Funding. 


KEY PERFORMANCE AREA 5: SERVICE DELIVERY 

Project 

KPI 

Target 

Actual 

Comments/ Challenges / 

Planned Interventions 

Prepare, review, adopt & 
implement IDP 

Revised IDP 

completed by 

March 2009 

Reviewed 

IDP 

adopted 
by council 
by June 

2009 

IDP 

adopted 

None 

Review, Adopt and 
implement PMS 

Revised 09/10 

scorecards 

Revised 

2010/11 

scorecards 

SDBIP 

completed 

and 

adopted 

Scorecards to be based on 

adopted SDBIP 

Establish a special 
programmes desk / forum 

within the LM 

Function 

Women's, 

Disabled, 

Youth and 

Aged 

structures 

operational 

SPU unit 

establishe 

d 

SPU unit 

establishe 

d 

None 

Promote FIIV/Aids 

awareness and hold 

workshops in all wards 

HIV/Aids 

Council 

functioning 

Appoint 

SPU 

Manager 

Special 

Programm 

es 

Manager 

None 
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KEY PERFORMANCE AREA 5: SERVICE DELIVERY 

Project 

KPI 

Target 

Actual 

Comments/ Challenges / 

Planned Interventions 




appointed 


Review, adopt & implement 
budget 

Completed 

budget 

2010/11 

Final 

budget 

2010/11 

Budget 

Adopted 

None 

Review, Adopt and 
implement SDBIPs 

Revised SDBIP 

completed 

Final 

SDBIP 

10/11 

N/A 

None 

Reduce % unaccounted for 

water 

% reduction 

of water 

losses 

5% 

- 

None 

Replace all dysfunctional 

meters 

Number off 

meters 

replaced 

100 

243 

None 

Implement Revenue 
protection measures 

Number of 

physical 

meter audits 

undertaken 

1500 

2493 

None 

Develop and implement an 

annual water treatment 

plant maintenance plan 

% 

Implementati 

on of 

maintenance 

plan 

100% 

100% 

None 

Develop an annual ROMP 
maintenance plan 

% 

Implementati 

on of 

maintenance 

plan 

100% 

100 

None 

Ensure 100% of households 

in rural settlements are a 

max. of 200meters from 

stand pipes 

%Of 

households 

that meets 

the 200meter 

standard 

95% 

95% 

None 

Develop and implement an 

annual waste water 

treatment plant 

% 

Implementati 

on of 

maintenance 

100% 

100% 

None 
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KEY PERFORMANCE AREA 5: SERVICE DELIVERY 

Project 

KPI 

Target 

Actual 

Comments/ Challenges / 

Planned Interventions 

maintenance plan 

plan 




Develop and implement a 
camera inspection 
programme for sewer lines 

% 

Implementati 

on of 

inspection 

programme 

100% 

0% 

Lack of funding 

Upgrade of Ezibeleni 

Electrical Network Zone 1 

Rand Value 

invested 

R3.6Mil 

0 

Lack of funding 

Replacement of obsolete 
llKv switchgear & 
equipment 

Rand value 

invested 

R2Mil 

0 

Lack of funding 

To reduce the number of 

high voltage outages 
annually 

Reduction in 

high voltage 
outages 

175 

112 

None 

Replacement of 
dysfunctional streetlights 
and highmast fittings 

% reduction 

in 

dysfunctional 
streetlight 
and highmast 
fittings 

30% 

35% 

None 

Electrification of low income 

households 

Number of 

low income 

households 

electrified 

500 

0 

Funding approval from 

Eskom awaited 

To invest RlMil in low 

income areas on the 

installation of Highmast 
lighting 

Rand value 

invested 

RlMil 

1,3 MIL 

None 

Curb the number of 

Tampered and illegal 

connections to the network 

% reduction 

in electrical 

losses 

13% 

0% 

None 

Replace all dysfunctional 

meters 

Number of 

dysfunctional 

meters 

replaced 

200 

0 

Lack of funding 
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KEY PERFORMANCE AREA 5: SERVICE DELIVERY 

Project 

KPI 

Target 

Actual 

Comments/ Challenges / 

Planned Interventions 

Implement Revenue 
protection measures 

Number of 

physical 

meter audits 

undertaken 

1500 

0 

Lack of funding 

Rehabilitate gravel roads in 

both rural and urban areas 

No. of KM's 

Regraveled 

60 km's 

48,9KM 

None 

Seal existing gravel roads in 
Ezibeleni and Ekuphumleni 

Km's of 

sealed roads 

2 km's 

0 

Lack of funding 

Upgrade & Maintain 

stormwater channels in 

Sada, Ezibeleni & Mlungisi 

areas 

Percentage of 
completed 

channels 

1 

628m 

None 

Implement phase 4 Ezibeleni 
stormwater canal project 

Km's of 

completed 

channels 

1 km 

1,787km 

None 

Rehabilitate tar roads in 

Queenstown 

Kilometres of 

Tar Roads 

Rehabilited 

500 

meters 

595m 

None 

Develop and implement 
creation, maintenance and 
rehabilitation programme 
for all municipal public 

works 

Percentage 

work orders 

completed 

100% 

100% 

None 

Develop and Implement 
Vehicle and plant fleet 
replacement programme 

% 

Implementati 

on of 

programme 

100% 

100% 

None 

Ensure availability of fleet at 

all times 

% Availability 

of fleet 

95% 

86,3% 

Fleet aged and some 
uneconomical to repair. 

Provide building plan 
approval facility within the 
Municipality 

Number of 

building plans 
approved 

within 30 

days of 
application 

300 

0 

None 
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KEY PERFORMANCE AREA 5: SERVICE DELIVERY 

Project 

KPI 

Target 

Actual 

Comments/ Challenges / 

Planned Interventions 

Compile inventory of 
advertising contracts held by 

LLM and revise in line with 

tariffs and policies 

Number of 

illegal 

Billboards and 

signs erected 

0% 

0% 

None 

Control illegal construction 

of structures and 

encroachments within the 

Municipal area 

% of illegal 

structures 

and 

encroachmen 

ts cases 

successfully 

resolved 

100% 

0% 

None 

Provide building inspections 
at various stages of 
construction period 

% Of site 

inspections 
done per 

month 

100% 

0% 

None 

Act as an internal consultant 

to provide design and 
project management to the 
municipality 

Provide 

project 

management 

for the 

construction 

of subsidized 

housing 

70% 

97% or 

2138 of 

2215 

None 

Act as an internal 

consultant to provide design 
and project management to 
the municipality 

Provide 

project 

management 

for the 

construction 

and rehab of 

urban and 

rural roads 

and 

stormwater 

100% 

100% 

None 

Act as an internal 

consultant to provide design 
and project management to 
the municipality 

Provide 

project 

management 

for the 

construction 

of community 

facilities and 

100% 

100% 

None 
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KEY PERFORMANCE AREA 5: SERVICE DELIVERY 

Project 

KPI 

Target 

Actual 

Comments/ Challenges / 

Planned Interventions 


infrastructure 

for LED 

projects 




Act as an internal 

consultant to provide design 
and project management to 
the municipality 

Provide 

management 

of the 

electrification 

of houses and 

area lighting 

in both rural 

and urban 

areas 

100% 

0% 

None 

Review, workshop and 
enforce street trading by- 
law 

Number of 

wards 

workshopped 

on suite of 

municipal by- 
laws 

27 wards 

4 

Wards clustered into four 

groups to safe funds 

Review of the CHDM 

Disaster Management Plan 

Participate in 

the review of 

the CHDM 

disaster 

management 

plan. 

100% 

100% 

None 

Establish a Disaster 

management forum 

Form a 

structure and 

action plan in 
place 

Forum 

establishe 

d 

10% 

None 

Train fire fighters 

Ensure that 

all retained 

fire fighters 

are trained in 

the use of the 

equipment 

etc 

All new 

fire 

fighters 

trained 

100% 

None 

Ensure that the pound is 
operated in terms of the 
legislation. 

Compliance 

to the 

requirement 

100% 

complianc 

e 

100% 

None 
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KEY PERFORMANCE AREA 5: SERVICE DELIVERY 

Project 

KPI 

Target 

Actual 

Comments/ Challenges / 

Planned Interventions 


of the 

legislation. 




Implement integrated waste 
management plan projects 

Number of 

waste 

management 

projects 

implemented 

All waste 

managem 

ent 

projects 

implement 

ed 

100% 

None 

Clean streets, public places 
and buildings 

Ensure 

regular 
cleaning of 

streets and 

public places. 

Quarterly 

100% 

None 

Support integration of all 

PHC services via Lukhanji 

SLA 

Integration 

status report 

tabled 

100% 

97% 

None 

Implement the Lukhanji SLA 
and monitor compliance 

with its conditions 

Status report 

tabled 

100 

implement 

ation of 

SLA 

92% 

None 

Participate and support 

activities of the local Aids 

council 

Status report 

tabled 

Full 

participati 

on in all 

activities 

of Local 

Aids 

Council 

100% 

None 

(i) Provide support service 

of cemeteries in identified 

areas 

Status report 

on cemetery 

services 

100% 

87% 

None 

(ii) Strengthen maintenance 
efforts at Mlungisi, Ezibeleni 

and Whittlesea Cemeteries 



53% 

None 

To facilitate fencing of 
public spaces and properties 
(including lands) 

BP for fencing 
of public 
places 
developed 

BP 

developed 

65% 

None 
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KEY PERFORMANCE AREA 5: SERVICE DELIVERY 

Project 

KPI 

Target 

Actual 

Comments/ Challenges / 

Planned Interventions 


and 

forwarded to 

funders 




Participate in local JOINTS 

Attend Local 

JOINTS 

meeting 

Quarterly 

report 

100% 

None 

Enforce compliance with 
traffic regulations on 
strategic roads and 
concentration points 

Law 

enforcement 

duties 

performed. 

Report to 

each 

Standing 

committee 

3 

None 

Create and maintain 

amenities and community 

facilities 

All parks and 
public 

amenities 

maintained 

12 reports 

9 

None 

Maintain the Hexagon 

recreation zone 

Hexagon kept 

in a neat 

state 

12 reports 

9 

None. Awaiting funding 

from the DLGTA for the 

upgrade and upkeep of the 
place. 

Support implementation of 
DEAT project (Bullhoek 
Massacre Heritage site) 

Attend 

Committee 

meetings as 
arranged by 

DEAT 

Support 

the annual 

event 

100% 

None 

Participate in the 
implementation of DEAT 
project (Bonkolo Dam 
development) 

Attend 

Project 

Advisory 

Committee 

meetings 

Progress 
report in 

terms of 

the time 

frames 

100% 

None 

Lobby funds to develop and 
coordinate Queenstown 
intermodal transport 
interchange terminus 

Funding 

obtained for 

new taxi rank 

Taxi 

facilities 

created as 

part of 

other 

developm 
ents, eg. 
Shopping 

centres 

1 

None 
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CHAPTER 3: MUNICIPAL LOCAL ECONOMIC DEVELOPMENT FRAMEWORK- (KPA 3)???? 

3.1 LED STRATEGY/PLAN 

3.1.1 Status on developing the LED strategy/plan 

The strategy of the Lukhanji Municipality LED was adopted by Council on the 26 September 2008. 
The vision of the LED Strategy is to position the Lukhanji Municipality as "the next major economic 
growth node (to East London and Port Elizabeth) in the Eastern Cape”. The main strategic 
objectives that this Strategy aims to achieve are as follows: 

(a) Growing the local economy well in excess of 3.5% by 2012; 

(b) Reducing unemployment below the current 41.1% by 2012; 

(c) Increasing the number of households living above the poverty line 

(d) Improving access to the mainstream economy for the poor; 

(e) Contributing towards an expanded municipal revenue base; 

In order to achieve the objectives of the Strategy, the following five (5) economic development 
priorities or themes have been identified: 

• Expanding the First Economy 

• Developing the Second Economy 

• Building a Knowledge Economy 

• Improving Access to Land and Infrastructure 

• Building (LED) Networks and Partnerships 

Each of these priorities is defined in terms of priority goals, rationale and key actions or 
programme. 

3.1.2 Setting up a LED unit; 

The LED Unit if fully functional even though it is short staffed. There are currently three officials 
working in the unit, the LED Manager, Administrator and an SME project coordinator employed for 
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a period of 18 months. There are 3 vacancies that need to be budgeted for namely: Agricultural 
officer, SMME officer and Tourism officer. 

The Manager has adequate background and expertise on LED. The other two officials attended 
LOCATI training but still needs extensive training on LED. Training that could benefit the unit is 
mostly project management, attracting investment and finance for non finance managers. 

At present we do not have a functional LED stakeholder's forum but an LED steering committee 
established to constitute a structure that institutionalises and guaranteed expect advice in the LED 
programmes identified in the strategy. The selection of the members of the committee was based 
on criteria that ensure broad representation and comprehension of developmental issues. 
Meeting of the LED PSC are held monthly since March 2009 

3.2 PROGRESS TOWARDS ACHIEVING THE LED KEY OBJECTIVES 

3.2.1 Improve public and market confidence 

The formation of new enterprise organisational forms is encouraged and facilitated by the 
municipality as part of the business development and support plan of SEDA. The Municipality 
currently has no capacity to formally register businesses due to critical shortage in personnel, 
however with the recent employment of a short term SME Coordinator there will be 
improvements. 

Regarding other business related applications the Municipality has budget to assist those 
enterprises that have approached the municipality with for example business plans and profiles. 
This function is also facilitated and implemented through SEDA by availing the 10% contribution of 
these applications. 

3. 2. 1.1 Investments and trading by-laws 

The Municipality currently does not have an investment attraction plan however, the LED Strategy 
proposed development of an investment plan to attract investment and influence trading. In April 
2008 the ECDC called for a feasibility study for the development of the Lukhanji Aerodrome 
Industrial Park. The Pre Feasibility study concluded that the development of a business hub linked 


33 



to the Queenstown airport has the potential to make a significant contribution to the economic 
growth of the region. 

3. 2. 1.2 Provision and maintenance of quality and reliable infrastructure: Roads; ITC; market places 

The quality of life in Lukhanji is relatively good due to a relatively high domestic access to basic 
services. There remains a challenge to step-up the provision of appropriate basic services 
necessary to support local commercial activities. The following areas are particularly important: 

3. 2. 1.3 Water availability - this is a major requirement necessary to support agriculture, 
manufacturing and agro-processing; 

3.2. 1.4 Roads - this is critical for the mobility of goods, services and access to key local markets. 
95% of the surfaced roads in Queenstown are a poor to fair condition. The rest are gravel 
roads and are also in poor to fair conditions. Across the municipal areas, access roads to 
rural areas are gravel and most of them in urgent need of repairs due to lack of regular 
maintenance and storm water drainage. 

The challenge is however not primarily the lack of public investment on hard 
infrastructure, although this can still be improved, but poor coordination between the 
various spheres of government, incongruence between infrastructural spending and local 
economic development priorities, and shortage of technical staff in the local municipality. 

3.3 EXPLOIT COMPARATIVE AND COMPETITIVE ADVANTAGE FOR INDUSTRIAL ACTIVITIES 


The LED Strategy proposes the exploitation of opportunities in various sectors where the biggest 
changes can occur and which are easiest to address. The identified opportunities are: 

• Serviced industrial land at Ezibeleni. However a broader strategy to revive Ezibeleni industries 
is required in partnership with ECDC for future utilisation of the ECDC property. The 
Municipality has entered into discussions with ECDC whereby ECDC is envisaging handing over 
the factories to the Municipality for use and management. 

• Transport infrastructure such as rail, N6, R61 and Airport could be further enhanced for bulk 
distribution of goods. 
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3.4 INTENSIFYING ENTERPRISE SUPPORT AND BUSINESS DEVELOPMENT 


The Municipality through its good working relations with SEDA and ECDC is able to assist with 
business registrations, profiles and business plans as well as Public and private partnerships 
established. 

The Municipality together with DEAT and DSRAC is in a process of drafting an MOU for the 
management of a Bullhoek massacre project funded by DEAT. 

Number of new formal SMME established within the municipality 

- Number of new employment opportunities through Expanded Public Works 
Programs and Public and Private Partnerships 

3.5 CHALLENGES REGARDING LED STRATEGY IMPLEMENTATION 


The Municipality is faced with many challenges in support of LED. However the major challenge 
of the Municipality regarding provision of services that promotes economic development is not 
primarily the lack of public investment on hard infrastructure, although this can still be improved. 
Poor coordination between the various spheres of government, incongruence between 
infrastructural spending and local economic development priorities, and shortage of technical staff 
in the local municipality is the challenge. There is therefore a need for the local municipality to 
streamline and direct its public spending in line with economic infrastructural and service delivery 
priorities whilst also effectively informing, coordinating and directing infrastructure spending by 
the state and its organs in a manner that supports pro-poor growth, investment and development. 
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CHAPTER 4: MUNICIPAL FINANCIAL VIABILITY AND MANAGEMENT (KPA 4) 


4.1 THE AUDITED FINANCIAL STATEMENTS 

Annual Financial Statements 

for 

LUKHANJI MUNICIPALITY 

for the year ended 30 June: 2010 


Province: | Eastern Cape 

AFS rounding: | R (i.e. only cents) 


Contact Information: 


Name of Municipal Manager: 

PROFESSOR BACELA 




Name of Chief Financial Officer: 

I 

IZAK SCHOEMAN 


Contact telephone number: 

045-807 2700 

Contact e-mail address: 

I 

izak.schoeman@lukhanji.co.za 



I Name of contact at provincial 
treasury: 

NOMPELO NDZAKAM 


Contact telephone number: 

045-838 6353 

Contact e-mail address: 

nomDelo.ndzakam(®treasurv.ecDrov,aov za 

r 


r 

Name of relevant Auditor: 

AUDITOR-GENERAL 

1 

Contact telephone number: 

043-709 7200 


Name of contact at National 
Treasury: 

Keitumetse Malebye 

Contact telephone number: 

012 315 5989 


Contact e-mail address: 

keitumetse. malebye@treasury. gov. za 

] 
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LUKHANJl MUNICIPALITY 
ANNUAL FINANCIAL STATEMENTS 
for the year ended 30 June 201 0 
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LUKHANJI MUNICIPALITY 
ANNUAL FINANCIAL STATEMENTS 
for the year ended 30 June 201 0 


Approval of annual financial statements 


I am responsible for the preparation of these annual financial statements, which are set out on pages 1 to 49, in terms of 
Section 126(1) of the Municipal Finance Management Act and which I have signed on behalf of the Municipality. 

I certify that the salaries, allowances and benefits of Councillors, loans made to Councillors, if any, and payments made to 
Councillors for loss of office, if any, as disclosed in note 25 of these annual financial statements are within the upper limits 
of the framework envisaged in Section 219 of the Constitution, read with the Remuneration of Public Officer Bearers Act 
and the Minister of Provincial and Local Government’s determination in accordance with this Act. 



I 
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LUKHANJI MUNICIPALITY 
STATEMENT OF FINANCIAL POSITION 
as at 30 June 2010 

Note 

2010 

2009 

ASSETS 

Current assets 

Cash and cash equivalents 

1 

R 

108,029,501 

R 

73,373,654 

Trade and other receivables from exchange transactions 

2 

38,207,352 

43,572,094 

Other receivables from non-exchange transactions 

3 

84,700,871 

40,094,553 

Current portion of receivables 

5 

- 

- 

VAT receivable 

13 

103,919,599 

69,048,461 

Non-current assets 

Investments 

6 

732,923 

706,820 

Property, plant and equipment 

7 

206,710,415 

207,296,373 

Investment property 

9 

- 

- 

Biological assets 

10 

- 

- 

Total assets 


542,300,660 

434,091,955 

LIABILITIES 

Current liabilities 

Trade and other payables from exchange transactions 

11 

28,138,352 

19,864,831 

Consumer deposits 

12 

7,602,712 

7,383,406 

VAT payable 

13 

100,166,178 

66,888,976 

Current provisions 

14 

1 

1 

Current portion of unspent conditional grants and receipts 

15- 

36,630,946 

23,979,180 

Current portion of borro\wings 

16 

1,005,833 

895,223 

Current portion of finance lease liability 

16 

3,270,023 

3,559,300 

Current portion of Post retirement medical aid 

46 

- 

962,970 

Non-current liabilities 

Non-current borrowings 

16 

2,500,033 

3,532,626 

Non-current finance lease liability 

16 

4,995,714 

8,270,872 

Non-current provisions 

18 

- 

- 

Defined benefit plan obligations 

46 

48,566,733 

49,020,219 

Total liabilities 


232,876,525 

184,357,602 

Net assets 


309,424,135 

249,734,353 
1 

NET ASSETS 

Accumulated surplus / (deficit) 


309,424,135 

249,734,353 

Total net assets 





309.424.135 249.734,353 




LUKHANJI MUNICIPALITY 




STATEMENT OF FINANCIAL PERFORMANCE 



for the year ending 30 June 2010 





Note 

2010 

2009 



R 

R 

Revenue 




Property rates 

19 

33,439,564 

27,579,197 

Property rates - penalties imposed and collection charges 

19 

1,079,950 

786,312 

Service charges 

20 

105,972,442 

86,946,615 

Rental of facilities and equipment 

21 

1,463,688 

1,550,478 

Interest earned - external investments 

22 

6,720,539 

4,720,833 

Interest earned - outstanding receivables 

23 

15,716,759 

18,304,958 

Fines 


602,269 

230,611 

Licences and permits 


7,777,380 

6,481,432 

Government grants and subsidies 

24 

121,847,213 

102,199,339 

Other income 

25 

35,359,067 

25,222,477 

Total revenue 


329,978,889 

274,022,253 

Expenses 




Employee related costs 

26 

81,052,982 

76,157,890 

Remuneration of councillors 

27 

11,374,104 

11,858,247 

Bad debts 


42,759,776 

31,019,365 

Depreciation and amortisation expense 

28 

9,285,084 

9,056,940 

Repairs and maintenance 


6,297,596 

4,677,983 

Finance costs 

29 

1,609,748 

2,113,644 

Bulk purchases 

30 

72,255,114 

51,183,843 

Contracted services 

31 

4,853,605 

1,805,859 

Grant in aid 


- 

144,385 

Conditional Grants operating expenses 

32 

24,027,636 

40,677,444 

General expenses 

33 

12,570,227 

11,282,718 j 

Total expenses 


266,085,872 

239,978,319 | 

Amortisation of Landfill sites 

18 


, 

Gain / (loss) on sale of assets 

34 

3,254,119 

1,721,368 

Post employment medical aid service cost 

46.1 

- 

(2,648,014) 

Post employment medical aid interest cost 

46.1 


(4,350.787) 

Surplus / (deficit) for the period 


67,147,137 

28,766.500 
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LUKHANJI MUNICIPALITY 
STATEMENT OF CHANGES IN NET ASSETS 
as at 30 June 2010 




Accumulated 

Surplus/(Deficit) 

Total: Net Assets 


Note 

R 

R 

Balance at 30 June 2009 


251,050,590 

251,050,590 

Changes in accounting policy 

40 

- 

- 

Correction of prior period error 

41 

(1,316,237) 

(1,316,237) 

Restated balance 


249,734,353 

249,734,353 

Take on value of PPE identified. 

7.1 

(9,056,940) 

(9,056,940) 

Reversal of provision for unused electricity 

14 

1,599,586 

1,599,586 

Surplus / (deficit) for the period 


67,147,137 

67,147,137 

Balance at 30 June 2010 


309,424,135 

309,424,135 


42 




L-UKHAMJI IVlUlsKOIRALnrY 
CASH FLOW STATEIVlEN-r 
as at 30 Juno 201 O 




Note 

201 O 

R 

2009 

R 

CASH FLOWS FF?.OfVl OREERAXING ACTIVITIES 

Castn rocoipts from govornmont grants and 
suibsidios and other income 

Cash paid to suppliers and employees 


2SO. 41 7.023 
(227,7 93,56 3) 

1 66.320,344 
(158.014,313) 

Cash generated from/(utiliseci by) operations 

Investment Interest 

Finance cost 

ST 

32. 623. 459 
22,437 ,293 
(1 ,609,743) 

8.305,530 
23.025,791 
(2,1 1 3,644) 

NIet casH flows from operating activities 


53,451 .009 

29,21 7.677 

CASH FLOWS FROIVI IMVESTVMG ACTIVITIES 

Rurchase of fixed assets 

Rroceeds from sale of fixed assets 

Met movements from long term investments 

Movement on long term receivable 


(1 7,756,067) 
3,254,1 19 
(26. 1 03) 

1 .721 ,368 
(42,999) 
5.030 

Net cash flows from investing activities 


(14,528.051 1 

1 ,633,399 

CASH FLOWS FROIVI FINANCING ACTIVITIES 

Mot movements from borrowings 

Consumer deposits 

Net movements from finance Tease liability 

Payments on Rost retirement benefit 


(921 .983) 

21 9,306 
(3,564,434) 

(820,561 ) 
296,600 
(3,287,542) 
(884,031 ) 

Net cash flows from financing activities 


(4,267,1 1 O) 

(4,695,533) 

Net increase / (decrease) in net cash and cash equivalents 

Net cash and cash equivalents at beginning of period 

34,655,343 

73,373,654 

26,205,543 
47.1 ©8,1 1 1 

Net cash and cash equivalents at end of period 

33 

1 08,029,501 

73,373,654 
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LUKHANJI MUNICIPALITY 
ACCOUNTING POLICIES 
for the year ending 30 June 2010 


1 BASIS OF ACCOUNTING 

1.1 BASIS OF PRESENTATION 

The annual financial statements have been prepared on an accrual basis of accounting and are in accordance 
with historical cost convention unless specified otherwise. 

These annual financial statements have been prepared in accordance with Generally Recognised Accounting 
Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal 
Finance Management Act, (Act No 56 of 2003). The municipality adopted Directive 4 issued by the Accounting 
Standards Board in March 2009 regarding the value of assets. The municipality will be fully compliant with the 
the applicable GRAP statements by 30 June 201 1 . 

The principal accounting policies adopted in the preparation of these annual financial statements are set out 
below. 

Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or permitted 
by a Standard of GRAP. 

The accounting policies applied are consistent with those used to present the previous year's financial 
statements, unless explicitly stated. The details of any changes in accounting policies are explained in the 
relevant policy. 

1.2 PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand, which is the functional currency of the 
municipality. 

1.3 GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on the assumption that the municipality will continue to 
operate as a going concern for at least the next 12 months. 

1.4 COMPARATIVE INFORMATION 

Budget information in accordance with GRAP 1 and 24, has been provided in an annexure to these financial 
statements and forms part of the audited annual financial statements. Disclosure in terms of GRAP 24 has been 
made, however the standard has not been adopted in full. 

When the presentation or classification of items in the annual financial statements is amended, prior period 
comparative amounts are restated. The nature and reason for the reclassification is disclosed. Where 
accounting errors have been identified in the current year, the correction is made retrospectively as far as is 
practicable, and the prior year comparatives are restated accordingly. Where there has been a change in 
accounting policy in the current year, the adjustment is made retrospectively as far as is practicable, and the 
prior year comparatives are restated accordingly. 

1.5 USE OF ESTIMATES 


The preparation of annual financial statements in conformity with Generally Recognised Accounting Practice 
requires the use of certain critical accounting estimates. It also requires management to exercise its judgement 
in the process of applying the municipality's accounting policies. The areas involving a higher degree of 
judgement or complexity, or areas where assumptions and estimates are significant to the annual f.nancial 
statements are disclosed in the relevant sections of the annual financial statements. Although these estimates 
are based on management's best knowledge of current events and actions they may undertake in the future, 
actual results ultimately may differ from those estimates. 
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1.6 STANDARDS. AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET 
EFFECTIVE 

The following GRAP standards have been issued but are not yet effective and have not been early adopted by 
the municipality; 

GRAP 18 Segment Reporting - issued March 2005 
GRAP 21: Impairment of non cash generating assets 

GRAP 23 Revenue from Non-Exchange Transactions (Taxes and Transfers) - issued February 2008 
GRAP 24 Presentation of Budget Information in Financial Statements - issued November 2007 
GRAP 26: Impairment of Cash generating assets 
GRAP 1 03 Heritage Assets - issued July 2008 

GRAP 18; Segment Reporting 

Lukhanji Municipality consists of the following areas: Executive & Council, Finance & Admin, Planning & 
Development, Health, Community & Social Services, Public Safety, Sport & Recreation. Waste Management, 
Road Transport and other. If the reporting is to be done accordingly or ringfendng is to be introduced the 
financial systems will have to be adjusted to accommodate these disclosures. 

GRAP 21 : Impairment of non cash generating assets 

A large portion of Lukhanji assets are non cash generating of nature and applications of this standard will have 
an effect on the presentation of the assets, but as there are no real major changes as to applying IPSAS 21, the 
impact is not anticipated to be severe. 

GRAP 23; Revenue from Non-Exchange transactions (Taxes and Transfers) 

This standard has been practically adopted and applied as far as it relates to grants. No problems are 
anticipated to Introduce this standard. 

GRAP 24; Presentation of budget information in the financial statements 

The effect on the financial statements at introducing this standard does not seem to be serious as most of it is 
already applied or the information is available. 

GRAP 25; Impairment of Cash generating assets 

The biggest problem here seem to be the identification of such assets as the definitions differ from IAS 36 and 
the GRAP 21 statement. The application does not differ greatly from IAS 36. No calculation was done as yet as 
the transitional provision of Directive 4 was adopted by Lukhanji Municipality. 

GRAP 103: Heritage assets 

No problems are anticipated to introduce this standard. Lukhanji Municipality has adopted the transitional 
provisions as per Directive 4 and the value of assets will only be introduced in the coming financial periods. 

2 PROPERTY, PLANT AND EQUIPMENT 

2.1 INITIAL RECOGNITION 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for 
use in the production or supply of goods or services, rental to others, or for administrative purposes, and are 
expected to be used during more than one year. Items of properly, plant and equipment are initially recognised 
as assets on acquisition date and are initially recorded at cost. The municipality has applied the transitional 
provision, within GRAP17 - Property, plant and equipment, as it relates to measurement and therefore the cost 
of the assets have been recorded at provisional amounts, namely at the cost recorded on the previous basis of 
accounting or at zero. There has been no subsequent measurement of property, plant and equipment and 
therefore no depreciation has been accounted for in the annual financial statements. The municipality has till 
the end of June 2011 to measure property, piant and equipment in terms of GRAP 17. 

When significant components of an item of property, plan and equipment have different useful lives, they are 
accounted for as separate items (major components) of property, plant and equipment. 

Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange 
transaction), the cost Is deemed to be a provisional amount. 
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Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary 
assets, or a combination of monetary and non-monetary assets, the asset acquired is initially measured at the 
provisional amount. 

Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality 
expects to use them during more than one period. Similarly, if the major spare parts and servicing equipment 
can be used only in connection with an item of property, plant and equipment, they are accounted for as 
property, plant and equipment. 

2.2 SUBSEQUENT MEASUREMENT - REVALUATION MODEL (LAND AND BUILDINGS) 

The municipality has applied the transitional provisions within GRAP17 - Property, plant and equipment and 
therefore there has been no subsequent measurement. The municipality is in the process of ascertaining 
values for the assets and this is required to be performed by 30 June 201 1 . 


2.3 SUBSEQUENT MEASUREMENT - COST MODEL 

Subsequent to initial recognition, items of property, plant and equipment are measured at cost less accumulated 
depreciation and impairment losses. Land is not depreciated as it is deemed to have an indefinite useful life. 


Where the municipality replaces parts of an asset, it derecognises the part of the asset being replaced and 
capitalises the new component. Subsequent expenditure incurred on an asset is capitalised when it increases 
the capacity or future economic benefits associated with the asset. 

2.4 DEPRECIATION AND IMPAIRMENT 

As the municipality has applied the transitional provision within GRAP17 - property, plant and equipment as 
relates to measurement, no depreciation has been accounted for in the annual financial statements. The annual 
depreciation rates are based on the following estimated average asset lives; 


Infrastructure 


Other 


Roads and Paving 

25 Years 

Buildings 

50 Years 

Pedestrian Malls 

25 Years 

Specialist vehicles 

15 Years 

Electricity 

40 Years 

Other vehicles 

5-7 Years 



Office equipment 

3 - 7 Years 



Furniture and fittings 

5-7 Years 



Watercraft 


Community 


Bins and containers 

5 Years 

Buildings 

50 Years 

Specialised plant and equipment 

10 Years 

Recreational Facilities 

20 Years 

Other items of plant and equipment 

3-5 Years 

Security 


Landfill sites 

10-50 Years 

Halls 

50 Years 

Quarries 


Libraries 

50 Years 

Emergency equipment 

3-7 Years 

Parks and gardens 

20 Years 

Computer equipment 

3 Years 


Other assets 

Heritage assets 
Buildings 

Paintings and artifacts 
Finance lease assets 

Office equipment 5 Years 

Other assets 

The residual value, the useful life of an asset and the depreciation method is reviewed annually and any 
changes are recognised as a change in accounting estimate in the Statement of Financial Performance. 

The municipality tests for impairment where there is an indication that an asset may be impaired. An 
assessment of whether there is an indication of possible impairment is done at each reporting date. Where the 
carrying amount of an item of property, plant and equipment is greater than the estimated recoverable amount 
(or recoverable service amount), it is written down immediately to its recoverable amount (or recoverable 
service amount) and an impairment loss is charged to the Statement of Financial Performance. 
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Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary 
assets, or a combination of monetary and non-monetary assets, the asset acquired is initially measured at the 
provisional amount. 

Major spare parts and servicing equipment quaiify as property, plant and equipment when the municipaiity 
expects to use them during more than one period. Similarly, if the major spare parts and servicing equipment 
can be used only in connection with an item of property, plant and equipment, they are accounted for as 
property, plant and equipment. 

2.2 SUBSEQUENT MEASUREMENT - REVALUATION MODEL (LAND AND BUILDINGS) 

The municipality has applied the transitional provisions within GRAP17 - Property, plant and equipment and 
therefore there has been no subsequent measurement. The municipality is in the process of ascertaining 
values for the assets and this is required to be performed by 30 June 2011. 


2.3 SUBSEQUENT MEASUREMENT - COST MODEL 

Subsequent to initial recognition, items of property, plant and equipment are measured at cost less accumulated 
depreciation and impairment losses. Land is not depreciated as it is deemed to have an indefinite useful life. 


Where the municipality replaces parts of an asset, it derecognises the part of the asset being replaced and 
capitalises the new component. Subsequent expenditure incurred on an asset is capitalised when it increases 
the capacity or future economic benefits associated with the asset. 

2.4 DEPRECIATION AND IMPAIRMENT 

As the municipality has applied the transitional provision within GRAP17 - property, plant and equipment as 
relates to measurement, no depreciation has been accounted for in the annual financial statements. The annual 
depreciation rates are based on the following estimated average asset lives; 


Infrastructure 


Other 


Roads and Paving 

25 Years 

Buildings 

50 Years 

Pedestrian Malls 

25 Years 

Specialist vehicles 

15 Years 

Electricity 

40 Years 

Other vehicles 

5-7 Years 



Office equipment 

3 - 7 Years 



Furniture and fittings 

5 - 7 Years 



Watercraft 


Community 


Bins and containers 

5 Years 

Buildings 

50 Years 

Specialised plant and equipment 

10 Years 

Recreational Facilities 

20 Years 

Other items of plant and equipment 

3 - 5 Years 

Security 


Landfill sites 

10-50 Years 

Halls 

50 Years 

Quarries 


Libraries 

50 Years 

Emergency equipment 

3-7 Years 

Parks and gardens 

20 Years 

Computer equipment 

3 Years 


Other assets 

Heritage assets 
Buildings 

Paintings and artifacts 
Finance lease assets 

Office equipment 5 Years 

Other assets 

The residual value, the useful life of an asset and the depreciation method is reviewed annually and any 
changes are recognised as a change in accounting estimate in the Statement of Financial Performance. 

The municipality tests for impairment where tnere Is an indication that an asset may be impaired. An 
assessment of whether there is an indication of possible impairment is done at each reporting date. Where the 
carrying amount of an item of property, plant and equipment is greater than the estimated recoverable amount 
(or recoverable service amount), it is written down immediately to its recoverable amount (or recoverable 
service amount) and an impairment loss is charged to the Statement of Financial Performance. 
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2.5 DERECOGNITION 


Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no 
further economic benefits or service potential expected from the use of the asset. The gain or loss arising on the 
disposal or retirement of an item of property, plant and equipment is determined as the difference between the 
sales proceeds and the carrying value and is recognised in the Statement of Financial Performance. 

3 INTANGIBLE ASSETS 

3.1 INITIAL RECOGNITION 

An intangible asset is an identifiable non-monetary asset without physical substance. Examples include 
computer software, licences, and development costs. The municipality recognises an intangible asset in its 
Statement of Financial Position only when it is probable that the expected future economic benefits or service 
potential that are attributable to the asset will flow to the municipality and the cost or fair value of the asset can 
be measured reliably. 


Internally generated intangible assets are subject to strict recognition criteria before they are capitalised. 
Research expenditure is never capitalised, while development expenditure is only capitalised to the extent that: 

■ the municipality intends to complete the intangible asset tor use or sale; 

• it is technically feasible to complete the intangible asset; 

• the municipality has the resources to complete the project; and 

• it is probable that the municipality will receive future economic benefits or service potential. 


Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange 
transaction), the cost is deemed to be equal to the fair value of that asset on the date acquired. 

Where an intangible asset is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the 
cost). If the acquired item's fair value was not detenninable, it's deemed cost is the carrying amount of the 
asset(s) given up. 

3.2 SU8EQUENT MEASUREMENT - COST MODEL 

Intangible assets are subsequently carried at cost less accumulated amoritisation and impairments. The cost of 
an intangible asset is amortised over the useful life where that useful life is finite. Where the useful life is 
indefinite, the asset is not amortised but is subject to an annual impairment test. 

3.3 AMORTISATION AND IMPAIRMENT 

Amortisation is charged so as to write off the cost or valuation of intangible assets over their estimated useful 
lives using the straight line method. The annual amortisation rates are based on the following estimated 
average asset lives; 

Computer software 3 Years 

The amortisation period and the amortisation method for an intangible asset with a finite useful life are reviewed 
at each reporting date and any changes are recognised as a change in acounting estimate in the Statement of 
Financial Performance. 

The municipality tests intangible assets with finite useful lives for impairment where there is an indication that an 
asset may be impaired. An assessment of whether there is an indication of possible impairment is done at each 
reporting date. Where the carrying amount of an item of an intangible asset is greater than the estimated 
recoverable amount (or recoverable service amount), it is written down immediately to its recoverable amount 
(or recoverable service amount) and an impairment loss is charged to the Statement of Financial Performance. 


3.4 DERECOGNITION 

Intangible assets are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. The gain or loss arising on the disposal or 
retirement of an intangible asset is determined as the difference between the sales proceeds and the carrying 
value and is recognised in the Statement of Financial Performance. 
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4 INVESTMENT PROPERTY 


4.1 INITIAL RECOGNITION 

Investment property includes property (land or a building, or part of a building, or both land or buildings held 
under a finance lease) held to earn rentals and/or for capital appreciation, rather than held to meet service 
delivery objectives, the production or supply of goods or services, or the sale of an asset in the ordinary course 
of operations. 

At initial recognition, the municipality measures investment property at cost including transaction costs once it 
meets the definition of investment property. However, where an investment property was acquired through a 
non-exchange transaction (i.e. where it acquired the investment property for no or a nominal value), its cost is 
its fair value as at the date of acquisition. 

The cost of self-constructed investment property is the cost at date of completion. 

4.2 SUBSEQUENT MEASUREMENT ■ COST MODEL 

Investment property is measured using the cost model. Under the cost model, investment property is carried at 
cost less any accumulated depreciation and any accumulated impairment losses. 

Depreciation is calculated on the depreciable amount, using the straight-line method over the estimated useful 
lives of the assets. Components of assets that are significant in relation to the whole asset and that have 
different useful lives are depreciated separately. The annual depreciation rates are based on the following 
estimated average asset lives: 

Investment property 50 Years 

4.3 SUBSEQUENT MEASUREMENT ■ FAIR VALUE MODEL 

Investment property is measured using the fair value model. Under the fair value model, investment property is 
carried at its fair value at the reporting date. Any gain or loss arising from a change in the fair value of the 
property is included in surplus or deficit for the period in which it arises. 


5 NON-CURRENT ASSETS HELD FOR SALE 

5.1 INITIAL RECOGNITION 

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be recovered 
through a sale transaction rather than through continuing use. This condition is regarded as met only when the 
sale is highly probable and the asset (or disposal group) is available for immediate sale in its present condition. 
Management must be committed to the sale, which should be expected to qualify for recognition as a completed 
sale within one year from the date of classification. 

5.2 SUBSEQUENT MEASUREMENT 

Non-current assets held for sale (or disposal group) are measured at the lower of carrying amount and fair value 
less costs to sell. 

A non-current asset is not depreciated (or amortised) while it is classified as held for sale, or while it is part of a 
disposal group classified as held for sale. 

Interest and other expenses attributable to the liabilities of a disposal group classified as held for sale are 
recognised in surplus or deficit. 

6 INVENTORIES 

6.1 INITIAL RECOGNITION 

Inventories comprise current assets held for sale, consumption or distribution during the ordinary course of 
business. Inventories are initially recognised at cost. Cost generally refers to the purchase price, plus taxes, 
transport costs and any other costs in bringing the inventories to their current location and condition. Where 
inventory is manufactured, constructed or produced, the cost includes the cost of labour, materials and 
overheads used during the manufacturing process. 

Where inventory is acquired by the municipality for no or nominal consideration (i.e. a non-exchange 
transaction), the cost is deemed to be equal to the fair value of the item on the date acquired. 
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6.2 SUBSEQUENT MEASUREMENT 


Inventories, consisting of consumable stores, raw materials, wor1<-in-progress and finished goods, are valued at 
the lower of cost and net realisable value unless they are to be distributed at no or nominal charge, in which 
case they are measured at the lower of cost and current replacement cost. Redundant and slow-moving 
inventories are identified and written down in this way. Differences arising on the valuation of inventory are 
recognised in the Statement of Financial Performance in the year in which they arose. The amount of any 
reversal of any write-down of inventories arising from an increase in net realisable value or current replacement 
cost is recognised as a reduction in the amount of inventories recognised as an expense in the period in which 
the reversal occurs. 

The carrying amount of inventories is recognised as an expense in the period that the inventory was sold, 
distributed, written off or consumed, unless that cost qualifies for capitalisation to the cost of another asset. 

In general, the basis of allocating cost to inventory items is the first-in, first-out method OR the weighted 
average method. 

7 FINANCIAL INSTRUMENTS 

LukhanjI Municipality classifies financial instruments, on initial recognition as a financial asset, a financial liability 
or an equity instrument in acoordance with the substance of the contractual arrangement. 

7.1 INITIAL RECOGNITION 

Financial instruments are intitally recognised at fair value. Financial assets and financial liabilities re recognised 
on the Statement of Financial Position when Lukhnaji Municipality becomes party to the contractual provision of 
the instrument. 

The municipality does not offset a financial asset and a financial liability unless a legally enforceable right to set 
off the recognised amounts currently exist; and the municipality intends either to settle on a net basis, or to 
realise the asset and settle the liability simultaneously. 

7.1.1 FAIR VALUE METHODS AND ASSUMPTIONS 

The fair values of financial instruments are determined as follows: 

The fair values of quoted investments are based on the current bid prices. 

If the market for a financial asset is not active (and for unlisted securities), the municipality establishes fair value 
by using valuation techniques. These include the use of recent arm's length transactions, reference to other 
instruments that are substantially the same, discounted cash flow analysis, and option pricing modules making 
maximum use of the market inputs and relying as little as possible on entity-specific inputs. 

7.1.2 THE EFFECTIVE INTEREST RATE METHOD 

The effective interest rate method is a method of calculating the amortised cost of a financial asset or a financial 
liability and of allocating the interest income or interest expense over the relevant period. The effective interest 
rate is the rate that exactly discounts estimated future cash payments or receipts through the expected life of 
the financial instrument or, when appropriate, a shorter period to the net carrying amount of the financial asset 
or financial liability. 

7.1.3 AMORTISED COST 

Amortised cost is the amount at which the financial asset or financial liablity is measured at initial recognition 
minus principal repayments, plus or minus the cumulative amortisation using the effective interest method of 
any difference between that initial amount and the maturity amount, and minus any reduction for impairment or 
uncollectibility. 
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7.1.4 INITIAL MEASUREMENT 


Financial instruments are initially measured at fair value plus in the case of a financial asset or financial liability 
not at fair value through profit or loss, transaction costs that are directly attributable to the acquisition or issue of 
the financial asset or financial liability. Where the effect of any extended payment terms is not material no 
adjustments are made. 

The fair value of a financial instrument is normally the transaction price, but may be affected by other factors 
which the municipality takes into account when measuring fair value. 

Regular way purchases or sales are recognised using trade date accounting. All other financial instruments are 
recognised when the municipality becomes a party to the contract. 

7.2 SUBSEQUENT MEASUREMENT 

Financial Assets are categorised as loans and receivables. Financial liabilities are categorised as financial 
liabilities carried at amortised cost ("other"). The subsequent measurement of financial assets and liabilities 
depends on this categorisation and, in the absence of an approved GRAP Standard on Financial Instruments, is 
in accordance with IAS 39. 

7.2.1 INVESTMENTS 

Investments, which include listed government bonds, unlisted municipal bonds, fixed deposits and short-term 
deposits invested in registered commercial banks, are categorised as loans and receivables, and are measured 
at amortised cost. Where investments have been impaired, the carrying value is adjusted by the impairment 
loss, which is recognised as an expense in the period that the impairment is identified. Impairments are 
calculated as being the difference between the carrying amount and the present value of the expected future 
cash flows flowing from the instrument. On disposal of an investment, the difference between the net disposal 
proceeds and the carrying amount is charged or credited to the Statement of Financial Performance. 


7.2.2 TRADE AND OTHER RECEIVABLES 

Trade and other receivables are categorised as financial assets: loans and receivables and are initially 
recognised at fair value and subsequently carried at amortised cost. Amortised cost refers to the initial carrying 
amount, plus interest, less repayments and impairments. An estimate is made for doubtful receivables based on 
a review of all outstanding amounts at year-end. Significant financial difficulties of the debtor, probability that the 
debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments are considered 
indicators that the trade receivable is impaired. Impairments are determined by discounting expected future 
cash flows to their present value. Amounts that are receivable within 12 months from the reporting date are 
classified as current. 

An impairment of trade receivables Is accounted for by reducing the carrying amount of trade receivables 
through the use of an allowance account, and the amount of the loss is recognised in the Statement of Financial 
Performance within operating expenses. When a trade receivable is uncollectible, it is written off. Subsequent 
recoveries of amounts previously written off are credited against operating expenses in the Statement of 
Financial Performance. 

7.2.3 TRADE PAYABLES AND BORROWINGS 

Financial liabilities consist of trade payables and borrowings. They are categorised as financial liaibilities held at 
amortised cost, are intitially recognised at fair value and subsequently measured at amortised cost which is the 
initial carrying amount, less repayments, plus interest. 

7.2.4 CASH AND CASH EQUIVALENTS 

Cash includes cash on hand (including petty cash) and cash with banks (including call deposits). Cash 
equivalents are short-term highly liquid investments, readily convertible into known amounts of cash, that are 
held with registered banking institutions with maturities of three months or less and are subject to an 
insignificant risk of change in value. For the purposes of the cash flow statement, cash and cash equivalents 
comprise cash on hand, deposits held on call with banks, net of bank overdrafts. The municipality categorises 
cash and cash equivalents as financial assets: loans and receivables. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdraft are expensed as 
incurred. Amounts owing in respect of bank overdrafts are categorised as financial liabilities: other financial 
liabilties carried at amortised cost. 
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7.2.5 DERECOGNITION 


The municipality derecognises a financial asset when and only when; 

The rights to the cash flows from the financial asset expire; or 

It transfers the financial asset and the transfer qualifies for derecognition. The municipality firstly needs to 
evaluate the extent to which it retains the risKs and rewards of ownership of the financial asset. 

The municipality transfer a financial asset if, and only if, it either; 

Transfers the contractual rights to receive the cash flows of the financial asset; or 
Retains the contractual rights to receive the cash flows of the financial asset. 

The municipality removes a financial liability (or a part of a financial liability) from its statement of financial 
position when, and only when, it extiguised - i.e. when the obligation specified in the contract is discharged or 
cancelled or expires. 

An exchange between an existing borrower and lender of debt instruments with substantially different terms is 
accounted for as an extinguishment of the original financial liability and the recognition of a new financial 
liability. Similarly, a substantial modification of the terms of an existing financial liability or a part of it (whether or 
not attributable to the fiancial difficulty of the debtor) are accounted for as an extiguishment rf the original 
financial liability and the recognition of a new liability. 

The municipality recognises the difference between the carrying amount of the financial liability (or part of a 
financial liability) extinguised or transferred to another party and the consideration paid, including any non-cash 
assets transferred or liabilities assumed, in the Statement of Financial Performance. 

8 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the 
conditions of an allocation received from another sphere of government, municipality or organ of state and 
expenditure in the form of a grant that is not permitted in terms of the Municipal Finance Management Act (Act 
No. 56 of 2003). Unauthorised expenditure is accounted for as an expense in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 

9 IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No. 56 of 
2003), the Municipal Systems Act (Act No.32 of 2000), the Public Office Bearers Act (Act No. 20 of 1998) or is 
in contravention of the Municipality's supply chain management policy. Irregular expenditure excludes 
unauthorised expenditure. Irregular expenditure is accounted for as expenditure in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 

10 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had 
reasonable care been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the 
Statement of Financial Performance and where recovered, it is subsequently accounted for as revenue in the 
Statement of Financial Performance. 

11 PROVISIONS 

Provisions are recognised when the municipality has a present or constructive obligation as a result of past 
events, it is probable that an outflow of resources embodying economic benefits will be required to settle the 
obligation and a reliable estimate of the provision can be made. Provisions are reviewed at reporting date and 
adjusted to reflect the current best estimate. Where the effect is material, non-current provisions are discounted 
to their present value using a pre-tax discount rate that reflects the market’s current assessment of the time 
value of money, adjusted for risks specific to the liability (for example in the case of obligations for the 
rehabilitation of land). 

The municipality does not recognise a contingent liability or contingent asset. A contingent liability is disclosed 
unless the possibility of an outflow of resources embodying economic benefits is remote. A contingent asset is 
disclosed where an inflow of economic benefits is probable. 
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Future events that may affect the amount required to settle an obligation are reflected in the amount of a 
provision where there is sufficient objective evidence that they will occur. Gains from the expected disposal of 
assets are not taken into account in measuring a provision. Provisions are not recognised for future operating 
losses. The present obligation under an onerous contract is recognised and measured as a provision. 


A provision for restructuring costs is recognised only when the following criteria over and above the recognition 
criteria of a provision have been met: 

(a) The municipality has a detailed formal plan for the restructuring identifying at least: 

- the business or part of a business concerned; 

- the principal locations affected; 

- the location, function, and approximate number of employees who will be compensated for terminating their 
services; 

- the expenditures that will be undertaken; and 

(b) The municipality has raised a valid expectation in those affected that it will carry out the restructuring by 
starting to implement that plan or announcing its main features to those affected by it. 

1 2 CONTINGENT ASSETS AND CONTINGENT LIABILITIES 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in the notes to the 
financial statements. 

13 LEASES 

13.1 MUNICIPALITY AS LESSEE 

Leases are classified as finance leases where substantially all the risks and rewards associated with ownership 
of an asset are transferred to the municipality. Property, plant and equipment or intangible assets subject to 
finance lease agreements are initially recognised at the lower of the asset's fair value and the present value of 
the minimum lease payments. The corresponding liabilities are initially recognised at the inception of the lease 
and are measured as the sum of the minimum lease payments due in terms of the lease agreement, discounted 
for the effect of interest. In discounting the lease payments, the municipality uses the interest rate that exactly 
discounts the lease payments and unguaranteed residual value to the fair value of the asset plus any direct 
costs incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with the stated accounting 
policies applicable to property, plant, equipment or Intangibles. The lease liability is reduced by the lease 
payments, which are allocated between the lease finance cost and the capital repayment using the effective 
interest rate method. Lease finance costs are expensed when incurred. The accounting policies relating to 
derecognition of financial instruments are applied to lease payables. The lease asset is depreciated over the 
shorter of the asset's useful life or the lease term. 

Operating leases are those leases that do not fall within the scope of the above definition. Operating lease 
rentals are accrued on a straight-line basis over the term of the relevant lease. 

13.2 MUNICIPALITY AS LESSOR 

Under a finance lease, the municipality recognises the lease payments to be received in terms of a lease 
agreement as an asset (receivable). The receivable Is calculated as the sum of all the minimum lease payments 
to be received, plus any unguaranteed residual accruing to the municipality, discounted at the interest rate 
im.plicit in the lease. The receivable is reduced by the capital portion of the lease instalments received, with the 
interest portion being recognised as interest revenue on a time proportionate basis. The accounting policies 
relating to derecognition and Impairment of financial instruments are applied to lease receivables. 


Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease. 
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14 REVENUE 


14.1 REVENUE FROM EXCHANGE TRANSACTIONS 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly in return for 
services rendered / goods sold, the value of which approximates the consideration received or receivable. 

Service charges relating to electricity and water are based on consumption. Meters are read on a monthly basis 
and are recognised as revenue when invoiced. Provisional estimates of consumption are made monthly when 
meter readings have not been performed. The provisional estimates of consumption are recognised as revenue 
when invoiced. Adjustments to provisional estimates of consumption are made in the invoicing period in \which 
meters have been read. These adjustments are recognised as revenue in the invoicing period. The estimates of 
consumption between meter readings are based on historical usage. 

Revenue from the sale of electricity prepaid meter cards is recognised at the point of sale. 

Service charges relating to refuse removal are recognised on a monthly basis in arrears by applying the 
approved tariff to each property that has improvements. Tariffs are determined per category of property usage, 
and are levied monthly based on the recorded number of refuse containers per property. 

Service charges from sewerage and sanitation are based on the number of sewerage connections on each 
developed property using the tariffs approved from Council and are levied monthly. 

interest revenue is recognised on a time proportion basis. 

Revenue from the rental of facilities and equipment is recognised on a straight-line basis over the term of the 
lease agreement. 

Dividends are recognised on the date that the Municipality becomes entitled to receive the dividend. 

Revenue arising from the application of the approved tariff of charges is recognised when the relevant service is 
rendered by applying the relevant gazetted tariff This includes the issuing of licences and permits. 

Revenue from the sale of goods is recognised when substantially all the risks and rewards in those goods is 
passed to the consumer. 

Revenue arising out of situations where the munidpality acts as an agent on behalf of another entity (the 
principal) is limited to the amount of any fee or commission payable to the municipality as compensation for 
executing the agreed services. 

14.2 REVENUE FROM NON-EXCHANGE TRANSACTIONS 

Revenue from non-exchange transactions refers to transactions where the municipality received revenue from 
another entity without directly giving approximately equal value in exchange. Revenue from non-exchange 
transactions is generally recognised to the extent that the the related receipt or receivable qualifies for 
recognition as an asset and there is no liability to repay the amount. 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. Collection charges 
are recognised when such amounts are legally enforceable. Penalty interest on unpaid rates is recognised on a 
time proportionate basis. 

Fines constitute both spot fines and summonses. Revenue from spot fines and summonses is recognised when 
payment is received, together with an estimate of spot fines and summonses that will be received based on 
past experience of amounts collected. 

Revenue from public contributions and donations is recognised when all conditions associated with the 
contribution have been met or where the contribution is to finance property, plant and equipment, when such 
items of property, plant and equipment qualifies for recognition and first becomes available for use by the 
municipality. Where public contributions have been received but the municipality has not met the related 
conditions, a deferred income (liability) Is recognised. 

Contributed property, plant and equipment is recognised when such items of property, plant and equipment 
qualifies for recognition and become available for use by the municipality. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated 
procedures, including those set out in the Municipal Finance Management Act (Act No. 56 of 2003) and is 
recognised when the recovery thereof from the responsible councillors or officials is virtually certain. 
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14.3 GRANTS, TRANSFERS AND DONATIONS 

Grants, transfers and donations received or receivable are recognised when the resources that have been 
transferred meet the criteria for recognition as an asset. A corresponding liability is raised to the extent that the 
grant, transfer or donation is conditional. The liability is transfen'ed to revenue as and when the conditions 
attached to the grant are met. Grants without any conditions attached are recognised as revenue when the 
asset is recognised. 

15 BORROWING COSTS 

Borrowing costs that are directly attributable to the acquisition, construction or production of qualifying assets 
are capitalised to the cost of that asset unless it is inappropriate to do so. The municipality ceases the 
capitalisation of borrowing costs when substantially all the activities to prepare the asset for its intended use or 
sale are complete. It is considered inappropriate to capitalise borrowing costs where the link between the funds 
borowed and the capital asset acquired cannot be adequately established. Borrowing costs incurred other than 
on qualifying assets are recognised as an expense in surplus or deficit when incurred. 

16 RETIREMENT BENEFITS 

The municipality provides retirement benefits for its employees and councillors. The contributions to fund 
obligations for the payment of retirement benefits are charged against revenue in the year they become 
payable. The defined benefit funds, which are administered on a provincial basis, are actuarlally valued 
triennially on the projected unit credit method basis. Deficits identified are recognised as a liability and are 
recovered through lump sum payments or increased future contributions on a proportional basis to all 
participating municipalities. Specific actuarial information in respect of individual participating municipalities is 
unavailable due to centralised administration of these funds. As a result, defined benefit plans have been 
accounted for as if they were defined contribution plans. 


For defined benefit plans the cost of providing the benefits is determined using the projected credit method. 


Actuarial valuations are conducted on an annual basis by independent actuaries. 


Past service costs are recognised immediately to the extent that the benefits are already vested, and are 
otherwise amortised on a straight line basis over the average period until the amended benefits become vested. 


Acturial gains or losses are recognised in the statement of financial performance in the period in which it occurs 
and applies to all defined benefit plans. The "corridor" method is not recognised. 

The amount recognised in the statement of financial position represents the present value of the defined benefit 
obligation as adjusted for unrecognised actuarial gains and losses and unrecognised past service costs, and 
reduced by the fair value of plan assets. 

Any asset is limited to unrecognised actuarial losses, plus the present value of available refunds and reduction 
in future contributions to the plan. 


17 CONSTRUCTION CONTRACTS AND RECEIVABLES 

Where the outcome of a construction contract can be estimated reliably, contract revenue and costs are 
recognised by reference to the stage of completion of the contract activity at the reporting date, as measured by 
the completion of a physical proportion of contract work done. 

Variations in contract work, claims and incentive payments are included to the extent that they have been 
agreed with the customer. 

When the outcome of a construction contract cannot be estimated reliably, contract revenue is recognised to 
the extent that contract costs incurred are recoverable. Contract costs are recognised as an expense in the 
period in which they are incurred. 

When it is probable that total contract costs will exceed total contract revenue, the expected loss is recognised 
as an expense immediately. 
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18 


IMPAIRMENT OF ASSETS 


The municipality assesses at each reporting date whether there is any indication that an asset may be impaired. 
If any such Indication exists, the municpality estimates the recoverable service amount of the asset 

Irrespective of whether there is any indication of impairment, the municipality also: 

- tests intangible assets with an indefinite useful life or intangible assets not yet available for use for impairment 
annually by comparing its carrying amount with its recoverable amount. This impairment test is performed 
during the annual period and at the same time every period. 

If there is any indication that an asset may be impaired, the recoverable service amount is estimated for the 
individual asset. If it is not possible to estimate the recoverable service amount of the individual asset, the 
recoverable service amount of the cash-generating unit to which the asset belongs is determined. 

The recoverable service amount of an asset or a cash-generating unit is the higher of its fair value less costs to 
sell and its value in use. 

If the recoverable service amount of an asset is less than its carrying amount, the carrying amount of the asset 
is reduced to its recoverable service amount. That reduction is an impairment loss. 


An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised 
immediately in surplus or deficit. Any impairment loss of a revalued asset is treated as a revaluation decrease. 

An impairment loss is recognised for cash-generating units if the recoverable service amount of the unit is less 
than the carrying amount of the unit. The impairment loss is allocated to reduce the carrying amount of the 
assets of the unit as follows: 

- to the assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit. 

A municipality assesses at each reporting date whether there is any indication that an impairment loss 
recognised in prior periods for assets may no longer exist or may have decreased. If any such indication exists, 
the recoverable service amounts of those assets are estimated. 

The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the 
carrying amount that would have been determined had no impairment loss been recognised for the asset in 
prior periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation is 
recognised immediately in surplus or defidt. Any reversal of an impairment loss of a revalued asset is treated as 
a revaluation increase. 


56 



LUKHANJI MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2010 



2010 

2009 


R 

R 

CASH AND CASH EQUIVALENTS 



Cash and cash equivalents consist of the following: 

Cash on hand 

26,992 

26,992 

Cash at bank 

1,081,342 

9,526,466 

Call deposits 

106,921,357 

63,820,196 


108,029,690 

73,373,654 

The Municipality has the following bank accounts: - 



Current Account fPrimarv Bank Account! 



ABSA Bank Limited - Queenstown Branch: Account Number 405-281-9154 

11,804,175 

15,188,096 

ABSA Bank Limited - Queenstown Branch: Account Number 2160-143-654 

571,646 

4,033,282 

ABSA Bank Limited - Queenstown Branch; Account Number 405-392-8308 

319,707 

664,546 

Standard Bank - Queenstowm Branch : Account Number 38-850-5362 - 0001 

13,583 

13,546 

Standard Bank - Queenstown Branch : Account Number 08-264-6066 

16,588 

17,611 


Cash book balance at beginning of year 

9,526,466 

3,832,214 

Cash book balance at end of year 

1,081,152 

9,526,466 

Bank statement balance at beginning of year 

19,917,081 

11,071,379 

Bank statement balance at end of year 

12,725,699 

19,917,081 

Savinos Account 



ABSA Bank Limited - Queenstown Branch: Account Number 909-044-9293 

106,703,205 

63,639,149 

ABSA Bank Limited - Queenstown Branch: Account Number 206-068-1802 

38,982 

37,315 

ABSA Bank Limited - Queenstown Branch: Account Number 206-068-1577 

43,709 

41,951 

ABSA Bank Limited - Queenstown Branch: Account Number 204-601-2562 

8,839 

8,204 

ABSA Bank Limited - Queenstown Branch: Account Number 206-066-7315 

5,369 

5,034 

ABSA Bank Limited - Queenstown Branch: Account Number 2160-143-662 

121,252 

112,671 

RSA Internal Registered Bonds - No 23242 

18,500 

18,500 

Cash book balance at beginning of year 

63,820,196 

43,311,505 

Cash book balance at end of year 

106,921,357 

63,820,196 

Bank statement balance at beginning of year 

63,862,824 

43,351,117 

Bank statement balance at end of year 

106,939,857 

63,862,824 

Cash on hand 

26,992 

26,992 

Total cash and cash equivalents 

108,029,501 

73,373,654 

Total bank overdraft 

- 

- 


The carrying amount of Cash and cash equivalents approximates their fair value due to their short-term maturity. 
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LUKHANJI MUNICIPALITY 

NOTES TO THE FfNANANCIAL STATEMENTS 
for the year ended 30 June 2010 




2010 

2009 



R 

R 



Provision for 


TRADE AND OTHER RECEIVABLES FROM EXCHANGE TRANSACTIONS 

Gross Balances 

Doubtful Debts 

Net Balance 

Trade receivables 

R 

R 

R 

as at 30 June 2010 




Service debtors 




Rates 

18,085,288 

(1 3,007,886) 

5,077,402 

Electricity 

12,678,159 

(5,782,314) 

6,895,845 

Refuse 

42,112,100 

(39,032,358) 

3,079,742 

Combined receivables and arrears interest 

103,568,175 

(80,413,812) 

23,154,363 

Total 

176,443,721 

(138,236,369) 

38,207,352 

as at 30 June 2009 




Service debtors 




Rates 

8,116,500 

(6,096,805) 

2,019,695 

Electricity 

10,373,037 

(4,205,740) 

6,167,297 

Refuse 

35,096,234 

(30,630,936) 

4,465,298 

Combined receivables and arrears interest 

94.766,935 

(63,847,131) 

30,919,804 

Total 

148,352,706 

(104,780,612) 

43,572,094 


Rates; Aqeinq 




Current (0 - 30 days) 


2,683,845 

1,026,168 

31 - 60 Days 


1,413,083 

476,342 

61 - 90 Days 


980,473 

231,859 

91 - 120 Days 


13,007,886 

6,382,131 

Total 


18,085,288 

8,116,500 

Electricitv. Water and Sewerage: Aqeinq 




Current (0 - 30 days) 


4,002,978 

3,903,395 

31-60 Days 


1,828,839 


61 - 90 Days 


1,064,028 

538,961 

91-120 Days 


5,782,314 

4,158,389 

Total 

= 

12,678,159 

10,373,037 

Summarv of Debtors bv Customer Classification 

Consumers 

Industrial 1 

National and 



Commercial 

Provincial 




Government 


R 

R 

R 

as at 30 June 2010 




Current (0 - 30 days) 

13,384,734 



''I - 60 Days 

6,576,515 



, - 90 Days 

4,797,371 



91-120 Days 

151,685.102 



Sub-total 

176,443,721 

. 

- 

Less: Provision for doubtful debts 

(138,236,369) 



Total debtors by customer classification 

38,207,352 

- 

- 


as at 30 June 2009 

Current (0 - 30 days) 

10,190,675 



31-60 Days 

4,825,604 



61 - 90 Days 

2,944,004 



91-120 Days 

130,392,422 



Sub-total 

148,352,706 

. 

. 

Less: Provision for doubtful debts 

(104,780,612) 



Total debtors by customer classification 

43,572,094 

- 

- 


Currently the financial system does not allow for seperation of debtors by 
category. 


Reconciliation of the doubtful debt provision 

Balance at beginning of the year 104,780,612 88.628,200 

Contributions to provision 33,455,756 16,152,412 

Balance at end of year 138,236,369 104,780,612 


The carrying amount of trade receivables approximates their value due to their 
short-term maturity. 
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LUKHANJl MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2010 


2010 2009 

R R 

3 OTHER RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 


Deposits 

61.168 

61,168 

Chris Hani Agency account 

55,473,800 

30,431 ,409 

Other debtors 

• 29,165.903 

9,601 ,977 

Total Other Debtors 

84,700,871 

40,094,553 

* Financial asset classified as loans and receivables. No amortisation was 
applied. Fair value was estimated at cost. 

The carrying amount of trade receivables approximates their value due to their 
short-term maturity. 

The municipality has raised a debtor for Chris Hani Districit Municipality for the 
amount of R77 749 930 which comprises R55 473 800 reflected above and 

R22 276 130 reflected in other debtors. This debtor relates to the agency 
agreement between Lukhanji Municipality and Chris Hani District Municipality. 

This amount has not been confirmed by Chris Hani District Municipality at year 
end. 



4 CURRENT INVESTMENTS 



Deposits 

106,921,357 

63.820.196 


106,921,357 

63,820,196 

Current provisions 

1 

1 

Current portion of unspent conditional grants and receipts 

36,630,946 

23,979,180 

Current portion of Post retirement medical aid 

11,045,702 

962,970 

Leave Pay 

12,666,293 

11,045,805 

Creditors Provision 

45,000,000 

26,232,655 

Surplus 

1,578,415 

1,599,566 


106,921,357 

63,820,196 

5 NON-CURRENT RECEIVABLES 



Car loans 



Less : Current portion transferred to current receivables 

- 

- 


1 

- 1 




Total 

- 

- 

6 NON CURRENT INVESTMENTS 



nanclal Instruments 
. txed Deposits 

714,423 

688,320 

Listed Investments 

18,500 

18,500 


•732,923 

706,820 


Pledged Investments - NONE 


These investments are classified as Loans and Receivables and the fair value 
approximates their carrying amounts. 
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LUKHANJI MUNICIPALITY 
NOTES TO THE RNANANCIAL STATEMENTS 
forthfl year ended 30 June 2010 


7 PROPERTY, PLANT AND EQUIPMENT 


Reconciliation of Carrying Value 

as at 1 July 2009 

Land 

R 

Buildings 

R 

Infrastructure 

R 

164.746.097 

Community 

R 

Other Assets 

R 

11.020.295 

Finance lease 
assets 

R 

16.085.274 

ToUl 

R 

211.BS1.66S 

Cost/Revaluation 

Correction of error (note 4 1 ) 

Char>ge in accounting policy (note 40) 

■ 


134.7<!6.097 


11.020,295 

16,085.274 

211,851.555 1 

Accumulated depredation and Irroairment losses 

■ 


- 

- 

. 

. 

• 1 

Acquisitions 


. 

12, 900, M2 

523.429 

4.332.636 

. 

17,756,067 

Capital under Construction 

. 

. 

- 

. 

- 

- 

. 

Depredation 

- 

• 

(11.323,438) 

(1.821) 

(7.016.9t51 

• 

(18.342.024) 

Carrying value of cUsposais 1 Adjustments 

rai.67S.seoi 

ri1.320.6661 

r2a.24B.05B) 

(198.9481 

ri1.106.203) 

(8.392.149) 

(140.941,584) 

Cosl/Revalualion 

(81 .675,560) 

(28,027.730) 

(123,941.399) 

(279.152) 

(15.442.885) 

(12.564,711) 

(261.931.437) 

Accumulated depreciation and impairment losses 

. 

16.707,064 

95.893.342 

80.204 

4.336.682 

4 172.562 

120 989,854 

Impairmant foss/Rsversal of impairment loss 


. 


. 

. 



Transfers 

- 

. 

- 

- 

- 


- 

Other movements* 

■ 

• 

184,748.097 


11,020,295 

8.009.418 

203.775,810 

as at 30 June 2010 

. 

. 

186.322.611 

521.808 

8.336.016 

11.629,981 

206.710.416 

Cost/Revaluation 

. 

. 

197,645.099 

523.429 

15.352.931 

11.529.981 

225,052.439 ' 

Accumulated depreciation and impairment losses 

- 


(11 323.488) 

(1.621) 

(7.016.916) 

- 

(18342.0241 


‘Ot^.er movements consist of identified assets that were taker on the Fixed asset regis’^r at prior year cost 
and nominal value cf RO and Rl. 

The municipality decided to adopt paragraph 77 of Directive 4 issued by the Accounting Sianda^ Board in 
Varch 2009 regarding the values on property, plant and equipment The municipaftty wifl be fully compliant 
with GRAP 17 by 30 June 2011. The municipality has included values for Roads and Electrierty assets as 
valuations were received from Service Providers and depreciation were subsequently calculated as well. 

Refer to Appendix B tar imore detail on property, plant and equipnent 


LUKHANJI MUNICIPALITY 
NOTES TO THE FlNANANCtAL STATEMENTS 
for the year ended 30 June 2Q09 



Land 

Buildings 

Infrastructure 

Community 

Other Assets 

Finance lease 

Total 

7.2 Reconciliation of Carrying Value 






assets 



R 

R 

R 

R 

R 

R 

R 

as at 1 July 2008 

81.675.560 

11.320.666 

28.248.058 

138.948 

11.106.203 

8.392.149 

140.941.584 

Ccst/Revaiuatior, 

81,675.560 

28.027,730 

123 941.399 

279,152 

15.442.885 

12,564.711 

261.931.437 

Correction of error (note 41) 

. 






- 

Accumulated depreoaton arxj impairment losses 

. 

(1S.707.064) 

(95.693.342) 

(60.204) 

(4.336.682) 

(4.172.562) 

(120.969.654) 

Acquisitions 






3,520,562 

3,520,562 

Capital under Constnjction 

. 

- 


- 

. 

. 

. 

Depreciation 


- 

- 

- 

- 

• 

- 

Carrying value of disposals 

181.879.860) 

(11,326,888) 

(28.248.0881 

(188.948) 

(11.108.203) 

(8.392.149) 

(140.941.5841 

Cosi/Revaluaton 

(81.675.550) 

(28.027.730) 

(123.941.399) 

(279.152) 

(15.442,865) 

(12.564,711) 

(261,931,437) 

Accumulated deprectaiion and impairment 'osses 

. 

16 707.064 

95.693.342 

60.204 

4.336.682 

4.172.562 

120.989.S54 

Impal'menl loss/Reversal of impairment loss 








Transfers 

. 

. 

. 

- 


- 

. 

•Other movements / Take on’s 

• 

- 

184,746,097 

• 

11,020.295 

9 009,418 

203,775,810 

as at 30 June 2009 


. 

184.746.097 

. 

11.020,295 

11,529,981 

207.29S.372 

CosVRevaluaton 



184.746.097 

. 

11.020.295 

11.529.981 

207.296372 

Accumulated deoreciaticn and impaimem losses 

- 

. 

- 

. 

- 

- 



*Other movements consist of identified assets that were taken on the Fixed asset register at prior year cost 
and naminal value of RC and R1. 

Re'er to Appendix B for more detail on properly plant artd equipnent 


7.3 Property, plant and equipment pledged as security 
No PPE were pledged as secunty 
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8 INTANGIBLE ASSETS 


The muntapallty decided to adopt paragrapn 112 of Directive 4 issued by (he Accounting 
Standards Board rn Marcn 2C09 regarding the values on itangibles assets. The municipality 
will be flirty compliant with GRAP 102 by 30 June 2011. 

No intangibles assets were seperately disclosed and valued 


9 INVESTMENT PROPERTT 


Investment Investment 

9.1 Reconciliation of carrying value property property Total 

R R R 

as at 1 July 2009 - 

Cost I I 

Correction of sror (note 41) I [ 

Change in accounting policy (note 40) i j 

Accumulated depreciation and impairment losses 1 | 


Acquisitions 

Depredation 

Carrying value of disposals 
Cost 

Accumulated depreciation 


Impairment '.oss/Reversal of imoalrmert loss 

Transfers 

Other movements 

as at 30 June 2010 
Cost 

Accumulated depreciatior and impairment losses 


9.2 Reconciliation of carrying value 


^ 

Investment Investment 

property property Total 

R R R 



as at 1 July 2008 
Cost 

Correcllcn of emor (note 41) 

Charge \n accourbra policy (note 40) 
Accumulated depreciation and LmDainnent losses 

Acquisitions 

Depreoaticn 

Carrying value of disposals 
Cost 

Accumulated depreciatior 

Impairment '.oss/Reversal of impairment loss 

Transfers 

Other movements 

as at 30 June 2009 
Cost 

Accumulated depreclaticn and impainnent losses 



9.3 Details of orcoerty 

Investment property • Plats, Houses 

Nomal rental agreements entered between lessor and lessee 

Purchase price: date 

Additions since purchase 

Cacilalfsed expenditure 


Investment property • Offices 

Norrral rental agreements enie'‘ed between iessor and lessee 
Purchase price; date 
Addittor^s s^nce purchase 
Capita'ised expenditure 


9.4 Rental income from investment property 

Direct operating expenses from rental generating prooerty 94 1 52 

Direct operating expenses from non-rental generating property 


The municipality deoded to adopt paragraph 67 of D-.rectiva 4 issued by th.e Accounting 
Standards Board in March 2009 regarding the va'ues on land and properties. The 
municiperty will be fully compllari with GRAP 16 by 30 June 2011. 

No investment prope.ny assets were seperately disacsed ana vaiuea 









10 BIOLOGICAL ASSETS 



Trees In 

Maize 

Wheat 

Sheep 

Dairy Cattle 

Other Assets 

Total 

10.1 Reconciliation or Carrying Value 

Plantation 

R 

R 

R 

R 

R 

R 

R 


as at \ July 2009 

CostA/aiuation 

Correc^on of error (note 41) 

Charge in accounting policy (note 40) 
Aocurruiated deprecation and impa'rment losses 


Acqjisiticns 

Decrease due to haivest/sales 
Depreciation 

Gains/losses from changes in fair value 

Canying value of disposals 
Cost/Valuation 

Accumulated depreciation and impairment losses 

Imoairment loss/Reversal of impairment loss 

Transfers 

Other movements' 

as at 30 June 2010 
CostA/aluation 

Accumulated depredator and impairment losses 



*Otner movements consist of identified assets that were taken on tie Fixed asset register at prior year cost 
and nominal value of RC and R1 


10.2 Reconciliation of Carrying Value 

Trees in 
Plantation 

Maize 

Wheat 

Sheep 

Dairy Cattle 

Other Assets 

Total 


R 

R 

R 

R 

R 

R 

R 


as at 1 July 2008 

Cost/Val'uation 

Correction of error (note 41) 

Change in accounting policy (note 40) 
Accumulated depredation and impairment losses 

Acquisitions 

Decrease due to harvest/sates 
Depreciation 

Gains/losses from changes in fair value 

Carrying value of disoosals 
CcsWahjation 

Accumulated depreciation and impairment losses 

impairmern loss/Reversal of Impairment less 

Transfers 

Other movements* 

as at 30 June 2009 
CosWalualicn 

Accumulated deoreciatron and irr-pairment tosses 



‘Other movements consist of identified assets that were taken on the Fixes asset register at pnor year cost 
and nominal value of RO and R1. 

The muriepaiity decided to adopt paragraph 67 of Directive 4 issued by the Acccuntirg 
Standards Board in March 20C9 regarding the values on biological assets. The munidpality 
will be fully cornpllant with GRA? 101 by 30 June 201 1 

Th.e municipality swns a game reserve, out no biologica) assets were seperateiy disclosed 
and valued. 
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LUKHANJl MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 50 June 2010 



2010 

2009 


R 

R 

11 TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS 



Trade credters • 

9.096.939 

2.168.667 

Advance Payments 

3.567.295 

4,140.747 

Advance Payments ; Pre Paid ElecSdcity 

1.578.4 14 

1.599,586 

Staff leave aecnjal 

12.668.293 

11.045,805 

Other creditors 

1.229,411 

909.826 

Total creditors 

28.138.352 

19.864.831 

* Financial instniments classified as financial llabitilies at amortised cost. 



The fair value of trade and other payaoles approximates tneir carrying amounts. 



12 CONSUMER DEPOSITS 



BecthcJly 

7602 712 

7.383.406 

Total consumer deposits 

7.602.712 

7.383 40S 

Deposits do not accrue Interest 



13 VAT PAYABLE 



VAT payable 

100.166 178 

66.688 978 

VAT la payable on the receipts basis. VAT is paid over to SARS only once 
payment Is received from oebtors. 



13 VAT RECEIVABLE 



VAT receivable 

1Q3.919599 

69.046461 

VAT IS claimable on the recapis basis. VAT is claimed from SARS only once 
payment is made on a tax invoice. 



14 PROVISIONS 



Landfill sites 

1 

1 

Total Provisions 

1 

1 


Rehabilitation of 



Landfill Sites 


as at 1 July 2009 

Transfer fr^ non-cunent 

1 

1 

as at 30 June 2010 

1 

1 

Advanced Payments for unused electricity; 

Balance at the beginning of year 

Decrease In carrying amount of provision cue to payments 

1.S99.S66 

1.012.512 

Increase in carrying amount due to remeasuremeni 

1.578.414 

1.599,566 

Unused amounts reversed 

(1.599.586) 

(1 012.512) 

Balance at the end of year 

1.578.414 

1.599.588 

The muni6p'alty will not 'eimbursed ar^ expenses relating to the prevision for unused electrierty 



15 UNSPENT CONDITIONAL GRANTS AND RECEIPTS 



15.1 Urtspent Conditiortal Grants from other spheres of Government 



MIS Grants i 

19 723.089 I 

6.430.375 f 

Other 

14.977,769 

16.312,118 

Provincial [ 

1.603 734 : 

723.184 1 

1S.2 Other Ur^apent Conditional Grants and Receipts 



Public eontributions \ 

326.355 1 

513.502 1 




Total Unspent Conditional Grants and Receipts 

38.630.945 

23,979,180 

Non>current unspent conditional pranis and receipts 



Current portion of unspent conditional grants and receipts 

36.630.945 

23.979.180 

See Note 24 for reccnrJiiatlon of grants and receipts These amounts are 
invested urail utilised. 



16 BORROWINGS 



Annuity Loans 

3.505.666 

4.427.849 

Flrrance Leases 

8 255 737 

11.830.171 


11.771.603 

16,258,020 

Less : CurrerP portion transferred to current llaoililles 

(4.275.856) 

(4 454.522) 

Local Registered Stock Loans 

. 

L ^ 

Anru%y Loans 

(1.005.833) 

1 '895,223) 1 

Finance Leases 

(3.273.023) 

\ (3.559 300) 1 

Non current pohlon. Annuity Loans 

2.530.033 

3 532.626 

Non current portion: Finance Leases 

4.995.714 

8.270.872 

Total borrowings 

7.495.748 

11.803.498 


Arnucty loans are elas&'fied as Rnaneial liabiliUes at arrNOrtised cost. 
Refer to Appendix A ^or more detail on borrowings. 
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LUKHANJI MUNICIPALITY 
NOTES TO THE i^lNAMANClAL STATEMENTS 
for th« year ended 30 June 2010 


2010 

R 

Rates are levied on an annual basis with tbe final date of payirent being 30 
September for annual payers. Tbe rates levied for rrwntbly payers are payaUe 
ever a priod of twelve equal instaJments lnterest at 1% aoove prime per annum 
is levied on outatandina rates as soon as accounis are overdue. 


20 SERVICE CHARGES 


Sale of electricity 


90.071,462 

72.645.254 

Reh,(se removal 


1S.9C0.98O 

14.301.361 

Total Service Charges 


105.972.442 

66.$46.615 


21 RENTAL OF FACILITIES AND EQUIPMENT 



Renlal of facilities 

1.455,850 

1.542.979 

Rental of equtpmeni 

7.638 

7.6O0 

Total rentals 

1.463,688 

1.550.478 


2009 

R 


22 INTEREST EARNED • EXTERNAL INVESTMENTS 

1.45S.142 968.046 

3,103,701 1.3 29.672 

J^Mj39_^_____4,720jB33 


Bank 

Other 

Total interest 


23 INTEREST EARNED • OUTSTANDING RECEIVABLES 


Service debtors 
Total interest 


18.304,958 

15.716.759 


18 304,958 
16.304,956 


24 GOVERNMENT GRANTS SUBSIDIES 


80,301.491 61.244.050 

15.989.071 16,844.239 

2S.S56 B51 24.111.DS4 

121.847.213 102.199.339 

24.1 SquHaOie Share 

In lenns of the ConstituLwi, ihrs grant is used .mamly to subsidise the provision 
of basic services to indigent community members 

24.2 MIG Grant 


EquSable Share 
MIG Grant 

Other Government Grants and Subsidies 
Total Government Grant and Subsidies 


Balance unspent at beginning of year 

Currerl year receipts 

conditlens net • I'ansferred to revenue 

Conditions still to be met - remain liabilities (sec note 1S] 


6.430.375 3.265.409 

29,974.345 21.437.3C9 

(16.681 5321 (18.292.3431 

^9j7Z3j068^^^^^j430j37^ 


24.3 Other Government Grants and Subsidies 


Balance unspent at beginning of year 

Current year resaipts 

Conditions met • transferred to revenue 

Conditions still to be met • remain liabilities (see note IS) 


17.54B.eC5 

28.647.814 

(29.498.5611 

16,907.859 


17,159.049 
22,957.106 
(22.567 3491 
17.S4B.805 


24.4 Changes in levels of government grants 

Based on the allocations set out in the Division of Reve.ioe Act. no signiflcaot 
changes in Ihe level of gevemment gram funding am expected over the 
fCTlrcoming 3 f nanoal years. 


25 OTHER INCOME, PUBLIC CONTRIBUTIONS AND DONATIONS 


35.359.067 2S.222.477 

35.359. 0 67 2S.222.477 


2S.1 Other income 
Other Inccme 
Tot^ Other Income 



LUKHANJl MUNICIPALiTY 
NOTtS TO THE FIKANANOAU STATEMENTS 
for th« year ended 30 June 2010 




2010 

R 

2009 

R 

2S.2 Public eontributlens and donations 

Public contributions • Conditional 


221.703 

139 579 

Total public contributions and donatier^ 


221 .703 

139.579 

Reconciliation of conditional contributions 

Balance unspent at beginning of year 

Current year receipts 

Condiltons met • transferred to revenue 


513.SC2 

34.636 

(221.783) 

586.SS3 

66.528 

(139,579) 

Conditions still to be met • remain liabilities (see note IS) 


326.335 

513.502 

26 EMPLOYEE RELATED COSTS 




Employee relaled costs • Sataries and Wages 

Employee related costs • Contributions for UIF, pensions and medical alas 

Travel, .motor car, accommodation, subsistence and other allowartces 

Housirtg benefits and allowances 

Overtime payments 

Performance ard other bonuses 


63,977,506 

12.679.500 

4.399.046 

279.040 

3,603,348 

6214.334 

48,347.268 
10.744.670 
3,235,671 
354.445 
3,814.187 
9.S61 649 

Total Employee Related Costs 


81.052.982 

76,157,890 


Remuneration of the Municipal Manager 

Annual Remuneration 


440.127 

403.580 


Performance* and other bonuses 


93.531 

48.462 


Other (Pens’on, Transport, Wetfxal Aid, UIF. Housing Subsidy ect.) 


257.300 

in.96a 


Total 


__751j03^^ 



Remuneration of the Chief Finance Officer 

Annual Remureralion 


467.072 

414.960 


Performance* end other bonuses 


50,493 

4S.69S 


Other (Pension, Transport, Medical Aid, XF, Housing Subsidy ect.) 


136.845 

133.361 


Total 


656.410 

594.036 



Corporate 

Community 


Remuneration of Indjvtduaf Executive Directors 

Technical Services 

Services 

Services 

Estates Services 


R 

R 

R 

R 

2010 

Annual Remuneration 

383.656 

4Q1.S88 

413.950 

391,051 

Performance- and other boriuses 

50.146 

50.146 

50,146 

50.146 

Other (Pension, Transpo^ Medical Aid, UIF. Housing Subsidy ecl.l 

218.097 

200.166 

187.804 

210.703 

Total 

651.859 

651.899 

651.899 

651,899 



Corporate 

Community 



Technical Services 

Services 

Services 

Estates Services 


R 

R 

R 

R 

2009 

Annual Remuneration 

300,869 

367,549 

369,696 

357,143 

Performance- and other bonuses 

45,381 

43.381 

45,361 

45.381 

Ottier {Pension. Transport Medical Aid. UIF. Housing Subsidy ect) 

243.664 

177 024 

174.675 

137.430 

Total 

589.954 

589.954 

509.954 

589.954 

27 REMUNERATION OF COUNCILLORS 

Note 

2019 

2009 




R 

R 


Executive Mayor 


314.266 

$36,240 


Speake.’ 


463,949 

431.951 


Executive Committee Members 


2.347.473 

1.843,963 


Councillars' pension and medical aid cemnbubons 


89C.4S2 

879.621 


Csuneillors' allowances 


7.158.063 

B.164.468 


Total Councillors' Remuneration 


11.374.104 

11.058.247 


In-kind Benefits 






The Executive Mayor, Speaker and Executive Comm tree Members are full-tine. 

Each is provided with an office and secretarial supcori at the cost of the Council. 

Tne Execut've Mayer has use of a Council owned vehicle for orHcial duties. 

28 DEPRECIATION AND AMORTISATION EXPENSE 

Property, plant and cquipnenl 

10.342.024 



Total Depreciation and Amortisation 

18,342.024 

— 




A full slock lake of PPE were peformed in 2009 end as the assets identified and 
a deemed cost detennined, cou4 not in tne majority of cases be identified with 
the assets as per tne asset register. It was decided to wnte out the full register 
arvo bring in the newly identified assets because Ihcs was performed at the end 
of 2009 no depreciation for 2009 were recorded. R woulo have been an in and 
out transeetiort with ro effect on the accumulated surplus. Tne municipairly 
received reports for me valuation of ^oaes and Electnctty infrastructure assets 
and included suen In the asset reoister. 



LUKHANJI MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
Forth* y«*randeO 30 June 2010 


2010 2009 

R R 


29 FINANCE COSTS 


Borrowings 

1.609.217 

2.112.748 

Bank overdrafts 

532 

896 

Total Finance Costs 

1.6D9.746 

2,113.644 

30 BULK PURCHASES 

Electricity 

72.255 114 

51.183.843 

Total Sulk Purchases 

31 CONTRACTED SERVICES 

72.255.114 

51.183.843 

Contracted services for 

Security services 

3.159.418 

1.731.020 

Maintenance 

*..694.187 

74.839 


4.8S3.609 

1.809, 8S9 

32 GRANTS AND SUBSIDIES PAID 

Operational expenses from grants 

24.027.636 

40 677 444 

Refer Aopendix E for detail. 

33 GENERAL EXPENSES 

24.027.636 

40.677.444 

Included in general expenses are the foDowing:* 

Advertising 

166,110 

1S0.B71 

Admin fees 

(10.041.468) 

(10255,205} 

Audit fees 

1,779.207 

1,697.732 

Bank charges 

578.330 

660,980 

Conferences and deiegatzons 

841,604 

567,913 

Consulting fees 

. 

• 

Deparvnental cansumpitcn 

- 


Entertainment 

- 


Fuel and oil 

3.630,934 

4.061,404 

Insurance 

1.380.159 

873.830 

Legal expenses 

281,526 

495.992 

Licence fees • vehicles 

242.824 

195,990 

Membership fees 

• 

1.014.430 

Postage 

1.025,428 

726.836 

Printing and stationery 

773.582 

738.071 

Rental of buildings 

1,840.941 

1.406.CC2 

Stocks and material 

566.180 

573.716 

Subsenption & publication 

60.81 1 

53.082 

Telephone cost 

1,726.255 

1.695.392 

Training 

337.260 

323,097 

Travel ard subsistence 

349.93C 

255 429 

Valuation costs 

456.140 

1.475.705 

Other 

6.574.474 

4.541,451 

34 GAIN f (LOSS] ON SALE OF ASSETS 

12.570.227 

11.252.716 

Property, plant and equipment 

3 254.119 

1,721 366 

Total Gain 1 (Loss) on Sale of Assets 

3.2S4.119 

1,721.368 

35 IMPAIRMENT LOSS / (REVERSAL OF IMPAIRMENT LOSS) 

Property, plant and eaulpment 

No Impairment losses were calculated on ppe in terms of paragraph 112 of 
directive 4 and investment propeny m terms of paragraph 67 of directive 4. 

• 


Investment property 

impairrrvent testing was not done on propenies. 

• 


Total Impairment loss 1 (Reversal of Impairment Loss) 

- 



36 PROFIT I (LOSS) ON FAIR VALUE ADJUSTMENT 
^;o fair va'ue adj'jstment was cone. 
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LUKHANJI MUNICIPALITY 
NOTES TO THE FINANANC1AL STATEMENTS 
for the year ended 30 June 2010 


2010 2009 

R R 


37 CASH GENERATED BY OPERATK3NS 


Surplus/(derici() for the year 

87,147.137 

28.766.500 

Adjustment for- 



Deipreciation and amortisation 

9.285.084 

9,056,940 

(Gain) / loss on sale of assets 

(3.254,119) 

(1,721.368) 

Pre Paid Electnety 

1,599.586 


Bad Debt 

4^759.n8 

31,019.365 

F'Aance costs 

1.809.748 

2.113.644 

Post emolcymeivt medical aid service cost 

(1.416 456) 

2,848,014 

Post emptoymeri medical aid Interest cost 


4,350.787 

Interest earned 

122 437 .298' 

(23.025,791) 

Operating surplus before working capital changes: 

95.293.458 

53,208,092 

(lrKrea$e)/decrease in inventories 



(increaseydecrease tn trade receivables 

(37.39S.C34) 

(38247.103) 

(inc'easeydesrease In other receivables 

{44,806,318) 

(20.270.750) 

(tncrsase)/de&*aase in VAT receivable 

33.277.202 

(27.757.851) 

lncrBase/(d»crease} in eonditionat grants ard receipts 

12.651.767 

3,496,008 

lncrease/(decr*8se) in trade payaoles 

0273.522 

10.503.733 

lncrease/(decrea5e) tn VAT payable 

134.871.1371 

27.373.401 

Cash generated by/(utitis«d in) operations 


8.30S.S30 


38 CASH AND CASH EQUIVALENTS 

Casn and cash equivalents mduded in tne cash statement comprise the 
rollowlng 

108.029.501 73.373.654 

10a.029.S01 73.373.854 


Bank oalances and cash 

Net cash and cash equhralenti (r>et of bank overdrafts) 


39 UTIUSATION DE LONG-TERM UABIUTIES RECONCtUATION 

11,771,603 16,250.020 

111.771.603) (16.250.0201 


Lono-lefm ItaoiSties have been utilised In accordance vntn the Municipal Finance 
Management Act. Sufficient cash nas been set aside to ensure that long-tem 
ilabilies can be repaid on redemption date. 


Long-term liabirtUes (see Note 16) 

Used to hnance propeny. plant and equipment • at cost 
Sub- total 

Cash set aside for the repayment of long-term l(ab*ll^.es 
Cash invested for repayment of longterm nabiitties 


40 CHANGE IN ACCOUNTING POLICY 


The annual firumciaJ statements have been prepamd In accoraance with Seuth 
Airman Statcrenti of Genaratly Recognised Accounting Practice on a basts 
consisiant with the prior year exceot for tne aoopbcn of the following new or 
revised slarxtardi. 

GRAP 1 Presentation of Tinsncial Statements 
GRAP 2 Cash flow 

GRAP 3 Accountirig poficies, changes in estimates anc errors 
GRAP 4 The Effects of Changes In Foreign Exchange Rates 
GRAP 5 Bonowing costs. 

GRAP 9 Revenue fxm Exchange Transact-ons 
GRAP 1 1 Construction Contracts 
GRAP 12 Inventores 
GRAP 13 Leases 

GRAP 14 Events after the Balance Sheet Dale 
GRAP 18 Investmerl Prooerty 
GRAP 17 Procerty. Plant and Equipment 
GRAP 19 Provisions and com>.‘'gen( liabilities. 

GRAP 100 Non-current Assets Held for Sale ano Discontinued Oceratio.ns 

GRAP 102 inlargibie Assets 

IPSAS 20 Relalea Pvty Disclosures 

IPSAS 21 Impairmert of Nor Cash-Genemting Assets 

IFRS 7 rinarcial instruments; Disclosure 

IAS 19 (AC 116) Employee Benefits 

IAS 32 (AC 125) Financial Instruments: Presentation 

lAS 36 (AC 128) Impairment of Assets 

IAS 39 Financiat Instruments: Recognition and Maasu’ement 

Directive 1 Repeal of Existing Transitional Provisions in. and Consequential 

Amendments to. SU.ndams of GR>^ 

Directive 4 Transiticnal provisions far tne .Adoption of standaids of GRAP by 

Medium and Low Capacity Municipalities 

Directive 5 Determining the GRAP Reponi.ng Framework 

The follovnng ad;ust.Tents were mace to amounts p'eviously reported in the 
annual financial statements of the municipality ar'sing from the >nrpier>entafon 
of new accounting poCoes ana changes to sx'Stiog policies; 

41 CORRECTION OF ERROR 


08/09 

Transactions affectir.g receivables as correctiors on billing 157,323 407.209 

Transactions affectrig payabics at eorreebons on payments and aceruali. 1.943,452 (3 991.060) 

Unlunown payments written bask to refica oruy one year. (784,536) (743 856) 

Short teim porten of UabBIties corested (23S.036) 

Net effect on surplu»/(defle.lj for the yea; 1.316 237 14.557.743) 
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UNAUTHORISED. IRREGULAR, FRUITLESS AND WASTEFUL 

42 EXPENDITURE OISAUOWED 

42.1 Unauthorised expenditure 

There was no unauthonsed expenditure for the year 

42.2 Fruitless and wasteful expenditure 

Interest raised on lale payment for Swift Construction for the eslablishmem of 
solid waste facilities for WhitUesea, Leasonten and llinge 
Interest and Penalties was raised on an outstanding account for Workmans 
Compensatiort. The mumdpainy were fated wHh tashflow proDlems in 
2004^2005 dnancial year and could not settle the then outstanding accounts. The 
municipality settled the capital in the 200700 financial year and submitted a (ener 
to WCA requesting that all interest and penalties be reversed. To sale dte 
municipality Is still awaiung a response, therefore the disclosure. 

Total fruitless and wasteful expenditure 

42.3 irrcQular expenditure 

Seelten of Supply Cnain lAanagsnerd Policy 
Section 13 
Section 16 

Section 13 and Section 16 
Section 13 and Section 14 
Section 13,14 and 16 
Reconciliation of irregutar expenditure 

43 AOOmONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE 
MANAGEMENT ACT 

43.1 Contributions to organised local government 


21.369 


41,040 


Courwil subscriptions 

627,590 

399.437 

Amount paid • current 

(627.5901 

1399.4371 

Balance unpaid (included in payables) 

• 

• 

43.2 Audit fees 

Current year audit fee 

2.332.604 

2.529.616 

Amount paid • current year 

S.332,6041 

(2151.1751 

Balance unpaid (Included in payables) 


378.443 


The balance unpaid represerds the audll fee for an intenm audit conducted 
durina May and June 2009 and Is payable by 31 July 2009. 

43.3 VAT 

VAT input receivables and VAT output payables are shown «i note 13. All VAT 
returns have been submitted by the due date throughout the year. 

43.4 PAYE and UIF 

Current year payroll deductions 
Amount paid > current year 
Baiance unpaid (included in payables) 

43.5 Pension and Medical Aid Deductions 


9,590.69* 8.935,919 

(9 590.6911 fa.935 9l91 


Current year payroll deductions and Council Camnbutions 


23.579.273 

21,386,757 

Amount paid • current year 


(23.579.2731 

(21.386.7571 

Balance unpaid (included In payables) 


•- 

■ ■ 1 , 1 ■!. • 1 

1 Councillor's arrear consumer accounts 


Total 

Outstanding less 

Outstanding more 

The foliov/ing CouncUors had arrear accourtts outstanding (or mare than 90 days 
as at • 


than 90 days 

than 90 days 

as at 30 June 2010 

R 

R 

R 

CounciRor ZA Seje 

7.383 

40 

7,343 

Councillor TMrS Jack) 

429 

429 

. 

Councillor NB Keva 

1.582 

1,582 

- 

Cou.ncUlor MH Bokuva 

1,758 

266 

1,532 

Council'cr JJ VtakasI 

173 

1C2 

71 

Councilor M Blekiwe 

20,595 

636 

19,763 

Total Councillor Arrear Consumer Accourtts 

31.964 

3.256 

28.708 

as at 30 June 2009 

Councillor ZA Beje 

25.999 

670 

25 329 

CounelBor LN Twaku 

2.5S6 

767 

1.619 

CounclDo'' NGXosanl 

3.308 

521 

2.787 

Counciliof M Nonisele 

735 

670 

65 

Councilor MM Gorrgqa 

1,942 

197 

1.745 

Total Councillor Arrear Consumer Accounts 

34.570 2.82S 

31.745 
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During the year the following Courcillors had a.'rear accounts outstanding for 

Highest Amount 

mors than 90 days. 

Outstanding 

R 

as at 30 June 2010 

Councilor ZA Beie 

7.383 

Councillor TMrS Joeki 

429 

Councillor N6 Ktva 

1.582 

Councilor MH Bokuva 

1.798 

Councilor JJ MaXasI 

173 

CoundBor M Slatowe 

20.588 

as at 30 June 2009 

Councillor ZA Beje 

25.999 

Counciaor LN Twaku 

2,566 

CounciDof N6 Xoscnl 

3,306 

Councillor M Nontsete 

735 

Councillor M.M Gor^gqa 

1.942 


43.7 

Non>Comptlanc« with Chapter 11 of the Municipal Finance Management Act 

The Municipality hai deviated from its supply ^ain management ptilcy by 
appcinting a servKe provider to assist the municipality with a turn around plan 
Impierr.erted by Provinoat Government. Provincial Government went sue to 
tender for lervtccs to be rendemd on behilf of government to assist 
municipalliiea In the turn around of their audH reports. Service providers were 
allosated to the munleipallly, but subsequerrtly Provincial Government stopped 
all contracts as a resuK of the amount exceeding their budget. The municipality 
requested that the process continue and It was agreed to utilize the service 
providers lopointed through the lender process foilowed by gevemment 


44 CAPITAL COMMITMENTS 
44.1 Commitments in resoect of capital expenditure 


• Approved and contracted for 

8.734.008 

48.156.135 

Infrastructure 

4.7S5.C0a 

5.004.356 

Community 

Other 

3.979.000 

187,259 

42.984.520 


Total 8 7 34 000 48.156.135 


This expenditure will be ftnanced from: 

• External Leans 8.734.000 

• Government Grants 48.156,135 

8.734.000 48.188.135 


45 Operating leases 

At the repodung dale tf.e entity has outstanding commitrr.ents under operating 
leases vmich fall due as toltows: 

Operating leases • lessee 

348.053 397.012 
359 678 

346.053 786.890 


Within one year 

In the second to fifth year inclusive 
Total 


Operahr>g teases consists of the foUowing; 

Operating tease payments represent rentals paya&ie by the municiparty tor 
certain of >ts ofTice equipment. Leases are negotiated tor an average term of five 
years and rentals are fixed far an average of live years. 

46 RETIREMENT eENEHT INFORMATION 

46,1 Defined baneflt plan 

The (ci.ewing are defined benefit plan: Post retirement medicai aid conlnbut ons 
The movement in the post employment medical benefit is reconciled as 


(ollovrs:* 



Balance at cegmrilng of year 

49.983 189 

43Seg.4f9 

Expected benefit Payments 

{1.413.456) 

(884.C31) 

Reflected on the statement of financial performance: 

Currant se'vica cost • 'nduded in genera* expenses. 

Transfer from Accumu aled surplus 


2.648 014 

merest Cost 


4.3S0.7B7 

Actuarial fSamVioss 


• 

T'ansfemed to current fiabiUties 

, 

(962.970) 

Balance at end of year 

46.566.733 

49,020.219 
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The esinnated expected tuning of resulting outflows of pest employp>aRt medical 
beneflts are; 

Within one year 
Balance at end of year 


2010 

R 


2000 

R 


962.970 

9^.97C 


There is no actuarial gain/lass as this Is the first post*employment medical 
assistance liability valuation perfomred. 


Tha amouit of tha liability shewn in ine balance sheet Is the present value of 
the oblig8t.on less die fair value of arty plan assets held in respect ef the post- 
retirement medical scheme. There are no plan assets in this valuaticn. 


Sensitvity Analysis 
Changes in medical inflation 

Changes In the difference between the medical inflation end discount mies 
nave a significaAt impact on the results. In the following table, we snow the 
effects on the centra! oasis results (as shown above} of both increasing and 
decreasing the medical irilalion rate by i% throughout, whilst keeping all other 
assumptions censtant: 


Sensitiyitv to ffledieal Inflatlen 

A% 

Base 4^1% 

R 4S,48B,30S 

R 49,983.189 

50.483,020 

•;4.S2% 


}8.S9« 


Assumptions used. 


Descriptions 
Pre retirement mortality 
P»osi reiirerTteni mortality 
AIDS 

Normal retirement age 


Assumptions 
SA(B5/90J normal 
PA(90)M. PA(93)F 
Net allowed for 
65 years 


Age difference 
Take up rate 
Discount rate 


Actual information applieasie to each Lukhanji Municspal-ity employee 
193% of active employess at retirement 
Zem-couocn South African Bond /eld curve 


Medical inflation 
Sala 7 Inflalxin 


1.90% p a. lower than the discount mte and 2 50% p.a. higher than CP* 
2.00% p.a. higherthan CPI 


CPI •"a curve assumed' 


A curved assumed to be 3.5% lower than the discount rate 


47 CO^r^NGENT LIABILITY 
47.1 Claim for damages 

Guarantees in respec! oT housing bonds ts emgloyees • Collateral 
Me'i2i5vre International Property Group * General Valuation : The group Issued 
summons against the Municipality Per paym-ent which actxin was defended. 
MaxProf • VAT : Summons were issued against the Municipaiity for payme,nt m 
respect of 58Tv>ces rendered arvj m respect ot VAT Returns. 

Mkhetsu • Damages : Summons were issued against the munidparitv for 
damages to a property but this matter has hot been pursued and we have no 
indication as to when the matter wlD be resolved. 

Mctite ' Damages : .Motile sued the Munidpalfty for da.mages ard the matter 
became de^nded. Motile has not pursued the matter and ^ matter has been 
dormant for same yea’s. 

AS Burwana : Burwana has issued summons against the Munlopality for se.’vices 
rendered which summons has been defer'ded. This matter is set down for 
hearing In June 2019. 

Ovil ft Genera! ; In this matter Ovii & General issued summons against the 
M'jnidpatitv for payment relating to remarics made which are alleged to have 
been defamatory d the firm Cvil & General. This file is bekig attended to by Mr 
BPbotyana. 

Chithi : Issued summons against the Municip85ty and various other councilors for 
payment of damages fo* defamatio.*). This matter is proceeding to tr^al and win 
most axhablY be heard duhng the course cf 2010. 

D Dsbeme • Contract in place carcelled by mimidpafity. Summons I'ssued 
agaif'st mumcipaRty by Osborne. Matter resoled. 

AV Kagaabi : Iswed summons agamstthc Muracipaiity for the trantfer of 
Immovable property, but he has not pursued the matter. 

Saia P£Ps:on hund : Tnis claim arose as a resut or an irxrease in tne 
contributions by the Munfdpeiity to the Sala pension Fund which was bacxdated 
and for which the Sala Pension Fund has now ssued summons against the 
Municipality. The matter has been defenced and it should be heard some bme 
early in 2010. 

There could ce a pcssibiiny that toe foJewing claims cauid be reimcurseo: 

- Maxprof • VAT dependent on nrfund frem EARS 
• Sa’a Pensior. Fufd • Incose in coniribubons 

48 contingent ASSET 
None 

49 IN-KmO DONATIONS AND ASSISTANCE 

The Municipality received (he services of a rinancial sdviso' from tne Natbnal 
T.'sasy^. 


49260 

1.422.C90 

250.000 

100.000 

200. 030 

ISOOOO 

100.000 


49.260 

1.423.030 

250.000 

i00,0Q0 

209.000 

ISO.COO 

:x,oco 


1 777 coo 1.77 7 COO 

4.049.280 4,049.280 
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50 EVENTS AFTER THE REPORTING DATE 
There is no events !o report upon. 

51 KEY SOURCES OF ESTIMATION UNCERTAINTY AND JUDGEMENTS 

In preparing the annual flnaneial stalemenls, managemerM is required to make 
estimates and assuirskons that affect the arnourrts represented In the 
consolidated annual Tiranciai statemerits and related disclosures. Use oi 
available Information and the application of judgement is inherent in the 
formation of estimates. Actual resuRs In Ihe future could differ from these 
estimates which may be matenal to the consolidated annual financial 
statements. Significant judgements include; 

Trade ncoivabfts and/or loans and rtcaivables 

The mumclpaKty assesses as trade receivables and loans and recelvaoies for 
inpairmeni at each, stalemeni of financial position date. In determining whether 
an impairment loss should be recorded In the statement of financial 
performance, the rrrjnldpality makes judgements as to whether there Is 
observable data indicating a measurable decrease in the estirnaied future cash 
Tews from a financial assat. 

Fate va/ue esTtmafron 

The lair value of financial instruments that are not traded in an act'vs market is 
determined by using valuation techniques. The munleipalKy uses a variety of 
methods and makes assumpticns that are based on market conditions existing 
at each slate.ment of financial position date. Quoted market prices or ceater 
quoles for similar instnjmenis are used for long-term debt Other techniques, 
suen as estimated discounted cash flows, a'e used to determine fair value for 
the remaining financial instruments. 

The carrying value less impairment provision of trade receivables and payat^es 
are assumed to approximate their fair values 

knp^fmant testing 

The mumcrpaiity reviews and tests the carrying value of assets when events or 
changes in circumstances suggest that the carrying amount may not be 
recoverable. Assets are grouped at the lowest level for which ktentlflabie cash 
fkjwa are largely Independent of cash flows of other assets ard Habtlities. If there 
are Indlcatiorts that impairmant may have occurred, estimates are prepared of 
expected future cash flows for each group of assets. Expected future cash flows 
used to determine the value in use of goodwill and tangible assets are irJierentty 
uncertain and could materially change over time. 

^ovrsfons 

Provisions were raised and management determined an estimate based on the 
information available. Additional disclosure of these estimates of provisions are 
included in notes 14.18 

UsehjI In/es ot inS’astvcture assets 

The munidpaiit/s management determines the estimated useful lives ano 
related depreciation charges for infrastructure assets. This estimate is based on 
Indusuy norm. Management vrifi increase the deprectatton charge where useful 
'Ives are less than previously esiimated useful lives. 

Post reurement benefits 

The present value of the post retirement obligation depends on a number of 
factors that are determined on an actuarial basis using a number of 
assumptions. The assumptions used in determning the net cost (mcome) 
irtclude the discount rate. Any changes in these assumptions will impact on the 
carr^g amsuni of pest .*etirement obligations. 

EfreefiVe inferesf rate 

The nup.idoa’ity used the pnme interest rate x 85% (• equal to borrowing rate 
D9SA) tp discount future casn Tows. 

Ariotvence for doubtful debts 

On recelvabes an impairment loss Is recognised in surplus and defcil wren 
there is objective ewder.ee that 4 is impaired. The impairment is measured as 
the difference between the receivables carrying amount and the present value of 
estimated future cash flows discounted at the effeclve inte.*esi rate, eorrpuled at 
initial recognition. 
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52 RISK MANAGEMENT 

52.1 Market Risk 

The munldpal activities expose K prtinaniy to the risk of ftuctuatior.s In the 
interest rales. 

Interest rate risk refers to ^ risk that the fair value of future cash flews of a 
financial instnjmertl will fluctuate because of changes In the market trrteresi rales 

Market nsk exposures are measia^d using ssr^sitivity analysts. A sensitivity 
analysis Shew hew the Statement of Fmanclal Positk}n would have been affeded 
by changes In the relevant risk variable that were reasonably oossible at the 
reporbno date 

52.2 Credit risk exposure 

CredR .*isk consists mainly of cash deposits, cash equivalents and trade 
receivables. The muructpalTly only deposits cash w.th major banks with high 
quality credit standing a.nd limits exposure to any one counter-party. 

Trade ^vceivaeles comprise a widespread customer base. Mariagement 
evaluates credit hsk relating lo customers on an ongoing basis. Customers 
cannot be refused basic services and so constitutes a serious credit risk. A 
credit control policy is In place so as to mmamise the nsX but is all deoendartt on 
the political wiB for execution to control the credit risk. Large censume.'s may 
nave to produce large gua^ntees and/or deposits to mirumise the credit risk. 

F.naneial assets exposed to cwdit nsk at year end were as foiiowsr 

ASSA 3ank 

Short term Investments 

Trade and ether receivables 

These balances represent the maximum exposure to credit nsk. 

52.3 LiQuidity risk 

The munictpahty's nsk to liquidity is a result of the funds ava.iacie to cover future 
commitments. The municipality mar>agcs Ifquidity risk through an or^going review 
of future commitmerts and credit faciliUes. 

Cash tow toreeasts are prepared and adequate utilised oorrowtrg facilities are 
monitored. 

The table below analyses Ihe municipality's financial liabiiSies into raievant 
maturity groupings based on the remaining period at the Statement of Financial 
Position to the contractual matur.ty dale. The amounts disciosed m the table are 
the contraduat undlscounied cash flows. 


2010 2009 

R R 


1.0S1.342 

106.921.357 

122.908.223 


9,526.466 

63.620.196 

83.S66.S47 


Maturity Analysis 




0*1 Year 

2 Years 

3 Years-r- ' 

Total 




Trade Pavaoles 

S 098.939 


9.996 939 


4.768.795 

4.074.797 

5.611.7911 

14.455 363 

Bark borrewinqs 


1.385.144 

1.385. U4 

2.921.730l 

5 692,0:81 








. 

0 . 1 Year 

2 Years 

3 Years^ 

Total 

2009 


Trade PsyaolBS 

2.620.505 




Ifinance Lease liaoivtv 


4.090 535 

5.624 447 

14 492 246 

Ba.’ik OcrrowiPQS 


1.385.144 

1 385 144 

2 5il.730l 

5.692.0181 


52.4 Interest rate nsk 


106921.357 S3.S20.19a 

8,265737 11.839.171 

3.505.866 4.427.849 

52.5 Interest rate sensitivitv analysis 

The sensitivity analysis beiow .has been aetermineo &3sed cn financial 
Instruments exposure to interest 'ates at reporting dates. For floating rate 
instrurrents, the ana:ysi$ is prepared assuming the amount of the irstrunent 
outstanding at the reporting sale was omstantSng for the whole year. 

The 98S15 point increases or decreases, as detailed in Ihe table below were 
determined oy management and represent management's assessment of the 
lessonasiy possible enange In interest rales 

A posltve number se'.cw indicates an increase m surplus. A negath/e number 
below indicates a decrease in surplus. 

The sensitivity analysis wewns .'easo'iacie expected change ui the interest rate, 
either an Increase or decrease In the irderesi sercentage. The equal but apposite 
% adjustment to bhe irhe'est rale would result In an aqua! but opposite e^ect on 
surplus and iherefo'e has not been secaratoly d;sc.esed oelcw. 


The municipelily's irtarast rata ris'x arises from long-term bomowirtgs. Borrowings 
issued at variable rates expose the group lo cash How interest rata risk. 

At yaer end. (inan&al InsirLme.nts exposed to interest rate risk were as foUews: 

• Call deposits 

• Finance Least uabiUlies 

- Cevetopmerrt Bank of souU) Afnca loan 


As the munieipaiity dees not nave any instruments mat effect r'el assets directly. 
Lie disclosure only Tdicates the effect of the change In interest rates on surplus. 

There were r.o changes in the metroas arvs assumptlc.hs used 'H preparing the 
senshiv .ty analysis Vm one year to the next. 
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2010 2009 

R R 

A1 year end. flnenciai instruments exoosed to mtrest rats risk were as follows: 

• Cail deposits 
' Finance Lease Liabilities 

• Oevelocmani Bank of SouUi Africa loan 

Sensltvlty Analysis 
Changes In Interest rates 


Chanoea In (ne difference between the interest rates have an impact on the 
results. In the folSowing table, we show the effects on trte cerJral basis 
resLits (as shown above) of both increasing and decreasing the lr\teres( rate by 
1% throughout, whilst keeping aO other assumptions constant: 

Oeveiopment Bank of South Africa Loan 
Finarxe Lease Uabilities 


53 COMPARISON WITH TVfE BUDGET 

The comparison oi the Munietparity'a actual financial performance with that 
budgeted ia s«1 out in Appendix 0. 

54 LANDFILL SITES 
Rehaoilitaiion cost for tandfilt sites 

55 STANDARDS AND INTERPRETATIONS NOT YET EFFECTIVE 

The municipality nas chosen not to early adopt the (odewing standams ar^d 
interpretations, which have been published and are mandatory for the 
municipaHiy's accounting periods beginning on or after 01 July 20C9 or later 
periods' 

GRAP 18: Sepmenf Reoorting 

Segments are identifiea by the way rn which Information It reported to 
management, both for purposes of assessing performance and making 
decisions about how future resources wiU be allocated to the various activities 
undertaken by the entity. The major cfissslficatlons of activities identified in 
budget documentahon will usueify reflect the segments for which an emity 
repohs informallon to managemeni 

Segment information fs either presented based on service or geographical 
segments Service segments relate (o a distinguishable component of an entity 
that provides specific outputs or achieves particvlsr operating objectives that are 
in fine with the entity's overall mission Geographical segments relate to specific 
outputs generated, or pahicuiar objectives aenieved. by an entity within a 
particular region. 

This Standard has been approved by the Board but its effective dale nas not yet 
been determined by the Minister of FInsree. The effective data indicated ts a 
provisional date and could change oependirg on the decision of the Minister of 
Fiiia.nce 

Duective 4 - Transitionaj provisions for medium and low capacity municipaltbes 
states that no comparative segment information need to be presented on Initial 
adoption of the Standard. Where items nave not been 'ecognised as a result ol 
transitional provisions under the Standard of GRAP on Property. Plant and 
Equipment and the Stardard of GRAP on Agrxultu/e. the recognition 
requirements of the Standard would not apply to such 'lems until the iransiUonal 
provision In that standard expires 


Sensitiviiv to Interest rate risk 

-1% 

Base 

*1% 




3.470.808 

3.505,866 

3,540.925 

8.183.080 

8,265.737 

8.348,395 


106.921.557 

8.265,737 

3.50S.366 


63.820.195 

11.830.171 

4.427.849 
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The ffluniupetiiy does not envisage me adopdcn of me standard untfi such tine 
as < tecsnes epo^icable to the muniopaltty's ooerabons 

R ts unllkehr that the stanoard wiH have a matenal vnpaet on me munlcpality's 
annual Or^ncial statements. 

GRAP 23: f?cvenue Non^xchanga Transactions 

Revenue from non^excnange transacUons adses when an enuy receives value 
from another entity wHieut directly giving appraximatety equal value in 
exchange. An asset ascuired through a non^exchange Irensacticn shall initially 
be measured at its f»r value as at the date of acquisition. 

Tnia revenue will be measures at the emoum of increase tn net assets 
recognised by the entity 

An inflow of resources from a norv>exchange transacdon recognised as an asset 
shall be recognised as revenue, except to the axaent that a iiabtilly is recsgnlsed 
for the same infloN. As an entity satisfies a present obligation recogrused as a 
ttabildy m respect of an inflow of resources from a noTrexchange tra.isaction 
recognised as an asset. K will reduce the canying amount of the liabany 
recoortised as an amount eoual to that reduction. 

This Standard has been app.*oved by the Board out its efitctVe otte has not yet 
been determined by the Minister of Finance The effective date indicated Is a 
provisionat date and could criange depending on the decision of the Minister of 
Fmance. 

The mumcipaldy does not envisage the adoption of the standard until such time 
as tt becomes appitcabie to the munlcisalft/s operaiicns 
it is untikely mat the standard will have a maisr.ai impact on ^e muniopallty's 
annual financial statements. 

GRAP 24 Prasarrtatiw of Budget intormation in the Fmanaaf Statamartts 

Subject to the requirements of paragraph .19, an entity shell present a 
comparison of the oudget amounts *or which S is neld pubil^ sccountaoie and 
actual amounts either as a separate aadKional financial statement or as 
additional budget columns tn the ftnanclai statements currency presented in 
acccrdanct with Standards of GRaP. The comparison of budget and actual 
amounts shall present separately for eacn level of iegtslaiive oversight: 

•the ^proved and flnal budge! amounts: 

. the achjai amounts on a comparable basis: and 

• by way of note disclosure, an explanation of materui dfrerences between the 
budget far which the entity Is held puUicfy accountable and actu^ amounts, 
unless such explanation is mduded in othtr pubnc oocumants issued m 
conjunction with the ftnenciai statements, and a cross reference to those 
documtftts is made ‘n the notes. 

Where an entity prepa.'es rts bueget and annual flnancial statemerrts on a 
comparable bests, it iroiudes the co.mpo.nson as an addiboRBi column m the 
primary a.nnuai finar>cial statements Where the Budget and annual financial 
statements are not prepared on a comparabte basis, a sepa'ate statement is 
prepared cMed the 'Statement of Comparison of Budget and Actual Amounts'. 
This staierrtent compares the budget amounts with the amounts m the annual 
flnancial staterrenis ad;usted lo be comoaniPie to the budget 

A comearabie basvs means that the btOge; and annual nna.neial statements: 

• are prepared using the same bas s ef accounting s.e. eitner cash or accrual: 

• Include the sarre activSiet and entities: 

- use the saire clas$if.catlon system: and 

• are prepared tar the same psnod. 

This Standard has been approved by the Board but its eflective date has not yet 
been de:enr.>ned by the Minister of Finance. The effective date indicated is a 
prqvis onai date and could change depending on the decision of the Mimsier o1 
Finance 

The munteipaiiiy does not erv'sage the adoption of the standard until such time 
es It bccsmes acoricabie to the municipailtv's eoeraUens 

It Is uniixely that the standard will have a maienal irrpaa on the municipalitys 
annu^ financial statements. 

SR^P f W: haritaga Asssts 


Grao 103 def.nes heritage assets as assets wriich have a su^al. 
environmemel. htsionctf , nsiuraf. scientific, technoiog^al er amstic S'gnifieanee 
and are he'vd Indefinilely V the benefit ef present and future gererallcns. 

A rrentage asset should be reeognaed as an asset or^ty if: 

• 2 is probable that future eccromc benefits or se.v ce pcte-ntlai assocated 
with the asset w'Q to the nuniopai^ty; and 

• the cost of fair value of the asset can ae measured relabiy. 

The munis.pa:ily does not envisage the aeoptron of the standard until such time 
es !t becornes aoplicab'e to the munlcipalhy's ooeratlcns. 

R is unlikely Inal the stanoa.*d win nave a matenal irr.pact on the murucpalit/s 
an.iuBi Viandal statements. 


2009 

R 



LUKHANJI MUNICIPALITY 
NOTES TO THE F1NANANCIAL STATEMENTS 
for the year ended 30 June 2010 

2010 2009 

R R 


56 FINANCIAL INSTRUMENTS 

Finenctai Instruments are classified Into the foDowinj catesohes: 

Finaixfal assets. Loans and receivab'es 
Financial liabilities: At amcdised cost 

ITte dassificalion of financial tnstruments is determined at imllal recognition based on the purpose for 
which the financial assets are acquired or liabilities assumed. 

2010 


Assets 

Property. P'ant and Equipment 
Lang>lem investmer^ts 

Trade and ether receivables from exchange transacikxns 
Other receivables from norvexcharge transacions 
Vat 

Cash and Cash Equivalents 


UaOillties 

Long>tsrni ’Ja»lHies 

Post emptoymeni medical benefd 

Cor sumer deposits 

Short-term Portion of Deferrtd income 

Short-term Portion of Long Term Uabititles 

Shart-term Portion of Post empo'oymem medicai aid 

Trade and oih«f payables from exchange transactions 

Provisions 

Vat payabie 


Net assets 

t29 42 S .937 f129.425.937t 


Loans and 
receivables 

R 

Non financial 
assets 

R 

Total 

R 

- 

208.710.415 

206.710.415 

732.323 


732.923 

38.207.3S2 

. 

38.207.352 

29.165.903 

55.534.968 

84.700.871 

103.919.599 

- 

103919.S99 

10e.029.S01 

• 

108,029.501 

280 055.277 

262245.383 

542 3CQ 660 


Measured at 
amortised cost 

R 

Non financial 
iiabllitlas 

R 

Total 

R 

2.500.033 

4,995,714 

7.495.747 


46.566.733 

48.566.733 


7,602.712 

7.602.712 

36.630.946 

. 

36.630.946 

t 005.633 

3.270.023 

4.27S.8S6 

10.326.350 

17.812.002 

28.138.352 

1 100.1S6.17B 


100.'66 178 

1 150.629.341 

82 247.164 

232.876.525 


309.424.135 309.424. 13S 


2009 


Assets 

Property. Plant and Equlprr>ertt 
Long-term investments 

Trade snd other receivables from exchange transactrons 
Other receivables from non-exchange transactions 
Vat 

Cash and Cash Equmaierns 


Loans and 
receivables 

R 

Non financial 
assets 

R 

Total 

R 


207.296.373 

207.296,373 

706.829 

. 

706.820 

43.729.417 


43.729417 

9.601.9n 

32.867.666 

42.469.643 

69.046.461 


69.048 461 

73.373.854 

. 

73.373.654 

196.460.329 

240.164.040 

436.644.368 


Uabllltles 

Long-term Uabllttes 

Consumer deposrls 

Short-tenrt Portion of Dsfered Income 

Short-temt Portion of Long Term Liebin&es 

Taxes and transfers payaole (nor.-exehangs) 

Trade and other payables from exchange transactioru 
Vat payaoie 


Net assets 


Loans and receivables at amortised cost 
Opening balance 
IVef other movemenrs 
Closing balance 

Financial liabilities at amortised cost 
Opening balance 
M{ offier movemeors 
Closing balance 


Measured at 

Non financjal 

ToUl 

R 

amortised cost 

R 

liabilities 

R 

3.532.626 

9.270.872 

11.803.498 


7.363.406 

7,383.406 

23.979.130 


23.979.180 

895.223 

3.S59.30Q 

4.4S4.S22 

4.314.869 

15.186.552 

19.501.421 

66 868.975 

. 

66 888.976 

99.610.873 

85.982.905 

185,593.778 


251.C5C.591 

251.050.591 

96.849 456 

f96.B49.4S6l 



2010 

2309 

R 

R 

196.460.329 

129.425.637 

83.594.949 

67.034.392 

280.055.277 

196.450.329 

99.610873 

86.459.353 

51.018 468 

33.151.520 


153.629 341 99.610.673 




LUKHANJI MUNICIPALITY 
• APPENDIX A 
SCHEDULE OF EXTERNAL LOANS 
for the year ended 30 June 2010 


Redeemed f 
Received written off 


EXTERNAL LOANS 

Interest Loan 
Rate % number 

Redeemable 

Date 

Balance at 30 
June 2006 

during the ' 
period 

during the 
period 

Balance at 30 
June 2009 




R 

R 

R 

R 

FINANCE LEASES 







CGM00249J:ISUZU K8250 

9.93 

2010-11-01 

. 




CGM00250A : ISUZU KB 250 

9.93 

2010-11-01 

50.419 


(37.432) 

12,986 

CGMI00246S : ISUZU K32S0 

9.77 

2010-11-01 

47.136 


(34.994) 

12,142 

CGM00248K : ISUZU K3 250 

10.00 

2010-11-01 

45.315 


(33.643) 

11.672 

CGM00243X : ISUZU KB 250 

9 71 

2010-11-01 

44.902 


(33,335) 

11.567 

CGMC0245T : ISUZU KB 250 

9.77 

2010-11-01 

44.902 


(33,335) 

1 1 .567 

XPC31 141S •• LLERC/XKUBUTO WATER 

10.39 

2008-11-01 

- 


. 

. 

CVF00224A : VOLKSWAGEN CITI CHICO 

10.17 

2010-11-01 

29.501 


(21.901) 

7,600 

CVF00227T : VOLKSWAGEN CITI CHICO 

10.17 

2010-11-01 

29.501 


(21,901) 

7,600 

CVF00228S : VOLKSWAGEN CITI CHICO 

10.17 

2010-11-01 

25,032 


(18.584) 

6,448 

CVF00230E : VOLKSWAGEN CITI CHICO 

10.17 

2010-11-01 

25,032 


(18,584) 

6.446 

CVF00233X : VOLKSWAGEN CITI CHICO 

10.17 

2010-11-01 

25.032 


(18,584) 

6,443 

CGM00244W : ISUZU KB 250 

9.77 

2010-11-01 

44,902 


(33,335) 

11,567 

CGM00247L : ISUZU KB 250 

10.00 

2010-11-01 

50.419 


(37,432) 

12,936 

XPC31 178K : ISUZU FTR 800 TURBO 

9.73 

2010-11-01 

333,272 


(230,674) 

102.599 

XPC31179J : ISUZU FTR 800 TURBO 

9.73 

2010-11-01 

333.272 


(230,674) 

102.599 

XPC31180A ; ISUZU FTR 800 TURBO 

9.73 

2010-12-01 

309,460 


(214.219) 

95.241 

POB00039K : TRACTOR 4X4 AGRIC 

Variable 

2012-05-01 

368.368 


(273.821) 

594.547 

POa000403 : GRID ROLLER 

Variable 

2012-05-01 

234.188 


(73,855) 

160,334 

POS00021 J : ISUZU FVZ 1400 TURBO 

Variable 

2012-02-26 

532.703 


(179,496) 

353.207 

POB00022H : ISUZU FTR 800 TIP 

Variable 

2012-02-26 

336.816 


(113,507) 

223,309 

POB00023E ■■ ISUZU FTR 600 TIP 

Variable 

2012-02-26 

336.816 


(113,507) 

223.309 

P0800026X : BEEL 770 D MOTOR GRADER 

Variable 

2012-03-01 

1.120,901 


(377,668) 

743,233 

48519940001 . iSUZU KB200 

12 84 

2013-04-01 

121,755 


(26,264) 

95.490 

48519940002 : ISUZU KB200 

12.84 

2013-04-01 

121.755 


(26,264) 

95,490 

48519940003 : ISUZU KBZOO 

12.84 

2013-04-01 

121,755 


(26,264) 

95,490 

48519940004 : LPT 709 TON TATA DROPSIDE 

12.84 

2013-04-01 

235.205 


(50.737) 

184,468 

48519940005 : CHEVROLET AVEO 15 HATCH BAS 

12.84 

2013-04-01 

94,680 


(20,424) 

74,256 

48519940006 ; ISUZU KB 200 

12.84 

2013-04-01 

121,755 


(26,264) 

95.490 

48519940007 : ISUZU KB 200 

12.84 

2013434-01 

121,755 


(26,264) 

95.490 

485199400Q8 : CHEVROLET AVEO 1 5 HATCH BAS 

12.84 

2013-04-01 

94,680 


(20,424) 

74,256 

48519940009 ; ISUZU KB 200 

12.84 

2013-04-01 

121.755 


(26,264) 

95,490 

48519940010 1 MASSEY FERGUSON 275 

12-84 

2013-04-01 

181.053 


(39,056) 

141.997 

48519940011 ; ISUZU KB 200 

12 84 

2013-04-01 

128.260 


(27.667) 

100,592 

48519940012 : ISUZU KB 200 

12.84 

2013-04-01 

134,634 


(29,043) 

105.591 

48519940013 ; ISUZU 10 200 

12.84 

2013-04-01 

134.634 


(29,043) 

105.591 

48519940014 : NISSAN CABSTAR UD 40 

12.84 

2013-04-01 

■ 415.234 


(89.572) 

325,662 

48519940015 ; ISUZU FVZ 1400 TIPPER TRUCK 

13.34 

2013-06-01 

700.000 


(141,861) 

558,119 

48519940013 : JCB JS200 EXCAVATOR 

12.84 

2013-06-01 

1.114.321 


(227,721) 

886.600 

48519940017 : TATA TIPPER TRUCK 

12.84 

2013-07-01 

374.879 


(74.614) 

300.255 

4B5199400I8 : TATA TIPPER TRUCK 

12.84 

2013-07-01 

374.879 


(74,614) 

300.265 

48519940019 : LANDFILL COMPACTOR 

14.90 

2013-07-01 

1,695.647 


(326,075) 

1,370,572 

48519940021 : TOYOTA HILUX 3.00 

12.84 

2013-08-01 

210,808 


(40.882) 

169.926 

48519940022 : 15 TON FOUR WHEEL TRACTOR TR 12.84 

2013-09-01 

167.578 


(31.677) 

135.900 

48519940023 •. 20-25 TON FOUR AXLE LOW BED 

12.84 

2013-09-01 

174.264 


(32.941) 

141,323 

Total Finance lease liabilities 



11,830,171 

- 

(3.564.434) 

a.265.737 

ANNUITY LOAN 







Development Loan of South Africa 

12.00 

2013-03-01 

4.427.849 

L 

(26,782) 

(895,200) 

3,505.866 

TOTAL EXTERNAL LOANS 




(26.782) 

(4,459,534) 

11.771.603 
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LUKHANJI MUNICIPALITY 

APPENDIX B 

ANALYSIS OF PROPERTY PLANT AND EQUIPMENT 
for the year ended 30 June 2010 



1 Cost / Revaluation 

Accumulated Depreciation 













Impairment 














loss/Reversal 



other 



Opening 


Disposals/Write 

Under 

Closing 

Opening 


DisposalsANrite 

or Impairment 

Closing 


movements/ 



Balance 

Additions 

offs 

Construction 

Gaiance 

Balance 

Depreciation 

offs 

loss 

Balance 

Transfers 

Take on 

Carrvinq Value 


R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

Land 














Land 

81,675,560 

- 

(81,675,560) 


- 




- 

- 

- 

- 

- 

Landfill Sites 

* 

• 

• 


* 

* 


* 

“ 

• 

*• 

• 



81,675.560 

- 

(81,075,560) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Buildings 

20,027.730 

- 

(28,027.730) 

- 

- 

(16,707,064) 

- 

16,707,064 

- 

- 

- 

- 

- 

Infrastructure 














Planning 

3,044,744 

- 

(3,044,744) 

- 

- 

(1,994,935) 

- 

1,994,935 

- 

- 

- 

45,289 

45,289 

Roads 

16,676,493 

11.922.920 

(16,676,493) 

- 

11,922,920 

(15,864,403) 

(7.109,184) 

15,864.403 

- 

(7,109,184) 

- 

97,649,366 

102,463,122 

ElecIricHy 

102,056,144 

977.082 

(102.056,144) 

- 

977,082 

(75.731,739) 

(4.214.3D4) 

75.731.739 

• 

(4.214.304) 

- 

86,966,395 

83,729,173 

Ollier 

2.078.992 

- 

(2.078.992) 

- 

- 

(2,026,012) 

- 

2,026,012 

• 

- 

- 

- 

- 

Security 

85,027 

- 

(85,027) 

- 

- 

(76.254) 

- 

76,254 

- 

- 

- 

85.027 

85,027 

Reservoirs - Water 

- 

- 

- 

• 

- 

• 

- 

• 

- 

- 

- 

- 

- 

Water Meters 

- 

- 

- 

- 

- 

- 

• 

- 

- 

• 

- 

- 

- 

Storm Water 


* 



’ 

■*' 


• 

• 

* 

‘ 

- 



123,941,399 

12,900,002 

(123.941.399) 

. 

12,900,002 

(95,693,342) 

(11.323.488) 

95.693,342 

- 

(11.323,486) 

- 

184,746,097 

186,322,611 

Community Assets 














Recreation 

279,152 

399,492 

(279,152) 

- 

399,492 

(80.204) 

• 

80,204 

- 

- 

- 

• 

339.492 

Libraries 

• 

- 

- 

- 

• 

- 

* 

- 

• 

- 

- 

* 

- 

Kecreation Grounds 

- 

- 

- 

- 

- 

- 

- 

* 

• 

- 

- 

- 

- 

Civic Buildings 

- 

- 

- 

- 

- 

- 

- 

- 

- 


- 

- 

- 

Stadiums 

- 

- 


- 

- 

♦ 

- 

- 

- 

- 

- 

- 

- 

Halls 

- 

59,093 


- 

59,093 

- 

• 

- 

- 

- 

- 

- 

59,093 

Theatre 

- 

- 

- 

- 

- 

- 

• 

- 

- 

• 

- 

- 

- 

Swimming Pools 

- 

- 

- 

♦ 

- 

• 

• 

• 

- 

- 

* 

• 

- 

Cemeteries 


64,844 

• 

• 

64.844 

- 

(1,621) 

• 


(1.621) 


• 

63,223 


279.152 

523,429 

(279,152) 

- 

523.429 

(80,204) 

(1.621) 

80.204 

- 

(1.621) 

- 


521,808 

Heritage Assets 














Hislorical Buildings 

- 

• 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Painlings & Adifacts 


- 

. 

- 

• 

- 

• 

- 

- 

• 

- 

- 

- 


- 

- 

- 

- 

- 

- 

- 

- 


- 

- 

- 

- 

Total carried forward I 




- 

13.423.431 

(112.480.609) 


112,480,609 

- 

(11.325,109) 

- 
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LUKHANJI MUNICIPALITY 


APPENDIX B 

ANALYSIS OF PROPERTY PLANT AND EQUIPMENT 
for the year e nded 30 June 2010 





Cost / Revaluation 



Accumulated Depreciation 



— 



Opening 

Balance 

Additions 

Disposals 

Under 

Construction 

Closing 

Balance 

Opening 

Balance 

Depreciation 

Disposals 

impairment 
loss/Reversal 
of impairment 
loss 

Closing 

Balance 

Transfers 

Other 

movements 

Cairylnu Value 


R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

Total brought forward 

233.923.&41 

13.423.431 

(233,923.841) 

- 

13.423.431 

(112.460.609) 

(11,325.109) 

112.460.609 

- 

(11.325,109) 

• 

184,746,097 

186,644.419 

Other Assets 














Office Equipmertl 

4,190.616 

- 

(4.190.616) 

• 

• 

(2,441.023) 

• 

2.441.023 


- 

- 

1.886.542 

1.886.542 

Furniture & Fittings 

3,710.280 

- 

(3.710.280) 

- 

• 

(397,304) 

• 

397,304 

- 

- 


3,063.662 

3.063,862 

Dins and Containers 

420,810 

- 

(420.810) 

- 

• 

(302.240) 


302.240 

. 



. 


Other EqutpmenI 

7.105,475 

• 

(7,105.475) 

- 

- 

(1.180,410) 

- 

1.180.410 

- 

- 

- 

6,069,691 

6.069,891 

Motor vehictes 

- 

- 

- 


- 

• 

- 

- 

- 

• 


• 

. 

Animals 

15.705 

2.448.678 

(15.705) 

- 

2.446.878 

(15.705) 

(5,707.440) 

15.705 

- 

(5,707,440) 

- 

. 

(3.260.562) 

Refuse tankers 

- 

- 


• 

- 

- 

- 

• 

- 

• 

- 

- 

- 

Computer Equipment 

- 

- 

- 

• 

• 

• 

• 

- 

- 

- 

- 

- 

- 

Computer Software (part of 
computer equipment) 

_ 


_ 





, 






Ollier Assets 

• 

1,885.750 

•• 

• 

1.885.758 


(1.309,4/5) 

• 


(1.309.475) 

- 

• 

576,283 


15.442.885 

4.332.636 

(15.442,885) 

• 

4,332,636 

(4,336.682) 

(7.018.915) 

4,336.682 

- 

(7.016.915) 


11.020.295 

8.336.016 

Finance Lease Assets 

Office Equipment 

. 

. 

. 





. 

. 

. 




Motor vehicles 

16,065,274 

- 

(12.564.711) 

- 

3.520,562 

(4.172.562) 

- 

4.172.562 



- 

6.009,416 

11,529,981 


16.086,274 

- 

(12.564.711) 

- 

3.S20.562 

(4.172.562) 

- 

4,172.562 

. 


- 

6.009.418 

11.529.981 

Total 

265,452,000 

17,756,067 

(261,931,4371_ 

. 

21.276.629 

(120.989.854) 

f1 8.342.024) 

120,989.854 

. 

(18.342.0241 


203.775.810 

206,710.415 
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LUKHANJI MUNICIPALITY 
APPENDIX B 

ANALYSIS OF PROPERTY PLANT AND EQUIPMENT 
lor the year ended 30 June 2009 


1 



Cost / Revaluation 



Accumulated Depreciation 






Opening 

Balance 

Additions 

Disposals 

Under 

Construction 

Closing 

Balance 

Opening 

Balance 

Depreciation 

Disposals 

Impairment 
lossfReversal 
of Impairment 
loss 

Closing 

Balance 

Transfers 

Other 

movements 

Carrvinq Value 


R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

Total brought forward 

233.923.841 


(233.923.841) 

- 

* 

(112.480,609) 

“ 

112,460.609 

- 

“ 

- 

164,746.097 

164.746.097 

Other Assets 














Office Equipment 

4.190,610 

- 

(4,190.616) 

• 

- 

(2,441,023) 

- 

2.441.023 

- 

• 

- 

1,886.542 

1,886,542 

Furniture & Fittings 

3.710.280 

- 

(3.71G.2B0) 

- 

- 

(397,304) 

- 

397.304 

- 

• 

- 

3.063.862 

3.063,862 

Bins and Containers 

420.610 

- 

(420.810) 

- 

- 

(302.240) 

- 

302,240 

• 

* 


- 


Other Equipment 

7.105.475 

- 

(7,105.475) 

• 

• 

{1,180.410) 

- 

1.180,410 

• 

- 

- 

6,069,891 

6,069.891 

Motor vehicles 

. 


- 

• 

• 

- 

- 

• 

• 

- 

- 

- 

- 

Animals 

15,705 


(15.705) 

* 

• 

(15.705) 

• 

15.705 

• 

* 

• 




15.442.885 

- 

(15.442.885) 

- 

- 

(4,336.682) 

* 

4.336.682 

- 

- 

. 

11.020.295 

t1.020.295 

Finance Lease Assets 

Office Equipment 

. 

. 



. 

_ 

. 







Motor vehicles 

12.564.711 

3.520.562 

(12.564.711) 

- 

3.520.662 

(4.172,562) 

- 

4.172.562 

- 

- 

• 

8.009.418 

11,529.981 


12,564.711 

3.520,562 

(12.564.711) 

. 

3,520.562 

(4.172.562) 

- 

4.172.562 

- 

. 

- 

6.009.418 

11.529.961 

Total 

261.931.437 

3.520.562 

(261,831.437) 

. 

3.520.562 

(120.989.854) 

. 

120.989.854 

. 



203.775.610 

207,296.372 
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LUKHANJI MUNICIPALITY 

APPENDIX C 

SEGMENTAL ANALYSIS OF PROPERTY, PLANT AND EQUIPMENT 
for the year ended 30 June 2010 





Cost / Revaluation 



Accumulated Depreciation 


Carrying value 

Opening 

Balance 

Additions 

Under 

Construction 

Disposals 

Closing 

Balance 

Opening 

Balance 

Additions 

Disposals 

Closing 

Balance 


R 

R 

R 

R 

R 

R 

R 

R 

R 

R 

Executive & Council 

243,341 

988,219 


(243,341) 

988,219 

53,164 


(53,164) 

_ 

988,219 

Finance & Admin 

28,807,681 

16,951,226 


(28,807,681) 

16,951,226 

10,850,190 


(10,850,190) 

- 

16,951,226 

Planning & Development 

78.826,545 

1,120,146 


(78,826,545) 

1,120,146 

3,480,908 


(3,480,908) 

- 

1,120,146 

Health 

2,736,136 

311,943 


(2,736,136) 

311,943 

806,374 


(806,374) 

- 

311,943 

Community & Social Services 

20,624,541 

1,270,238 


(20,624,541) 

1,270,238 

9,949,395 


(9,949,395) 

- 

1,270,238 

Public Safety 

1,215,647 

2,826,027 


(1,215,647) 

2,826,027 

619,088 


(619,088) 

- 

2,826,027 

Sport & Recreation 

4,574,713 

455,667 


(4,574,713) 

455,667 

1,816,675 


(1,816,675) 

- 

" 455,667 

Environmental Protection 


- 


- 

- 

- 


- 

- 

- 

Waste Management 

1,093,886 

1,511,627 


(1,093,886) 

1,511,627 

570,327 


(570,327) 

- 

1,511,627 

Road Transport 

5,900,557 

109,124,326 


(5,900,557) 

109,124,326 

4,455,483 


(4,455,483) 

- 

109,124,326 

Water 

- 

- 


- 

- 

- 


- 

- 

- 

Electricity 

117,655,409 

90,293,020 


(117,655,409) 

90,293,020 

88,188,251 


(88,188,251) 

- 

90,293,020 

Other 

252,980 

200,000 


(252,980) 

200,000 

200,000 


(200,000) 

- 

200,000 

Total 

261,931,437 

225,052,439 

- 

(261,931,437) 

225,052,439 

120,989,854 

- 

(120,989,854) 

- 

225,052,439 
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LUKHANJI MUNICIPALITY 


APPENDIX D 

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE 
for the year ended 30 June 2010 


2009 

2009 

2009 

2009 

2010 

2010 

2010 

2010 


Actual 




Actual 



Actual Income 

Expenditure 

Surplus / (Deficit) 

Budget 

Actual Income 

Expenditure 

Surplus / (Deficit) 

Budget 

R 

R 

R 

R 

R 

R 

R 

R 

52.854.792 

21,836,354 

31,018,437 

20,908,505 Executive & Councii 

83,412,994 

15,564,495 

67,848,499 

30,703,640 

59,074.958 

23,620,546 

35,454,411 

5,564,778 Finance & Admin 

66,490,810 

20,272.069 

46,216,741 

19,038,816 

7,578,446 

12,245,367 

(4,666,922) 

(6,010,672) Planning & Development 

16,218,282 

20,382,785 

(4,164,503) 

(6,525,630) 

8,384.163 

8.531,929 

(147,766) 

819,547 Health 

8,673,408 

8,237,101 

436,307 

- 

4,272,590 

8,760,386 

(4,487,796) 

(7,198,470) Community & Social Services 

2,574,453 

8,617,911 

(6.043.459) 

(4,585,882) 

9,968,636 

11,645,495 

(1,676,859) 

(6,194,797) Public Safety 

14,317,728 

13,256,188 

1,061,540 

(6,336,523) 

644,124 

6,496,991 

(5,852,867) 

(6,61 3,479) Sport & Recreation 

696,115 

6,554,535 

(5,858,420) 

(6,882,052) 

- 

- 

- 

Environmental Protection 

- 

- 



18,222,075 

22,085,563 

(3,863,488) 

(2,560,131) Waste Management 

20,480,375 

24,729,456 

(4,249,082) 

(3,099,899) 

8,036,224 

12,269,384 

(4,233,161) 

(6,484,846) Road Transport 

20,638,849 

13.746,298 

6,892,550 

(6,909,174) 

- 

- 

- 

Water 

- 

- 

- 


106,747,153 

110,355,902 

(3,608,748) 

4,888,131 Electricity 

101,241,139 

126,692,919 

(25,451,780) 

(14,673,361) 

2,622 

114,424 

(111,802) 

(128,527) Other 

2,622 

98,836 

(96,214) 

(105,541) 

275,785,782 

237,962,341 

37,823,441 

(3,009,961) 

334,746,773 

258,152,593 

76,594,180 

624,395 




Less: Inter-Department Charges 





275,785,782 

237,962,341 

37,823.441 

(3,009,961) Total 

334,746,773 

258,152,593 

76,594,180 

624,395 
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LUKHANJI MUNICIPALITY 
APPENDIX D 

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE 
for the year ended 30 June 201 0 


2009 

2009 

2009 

2009 

2010 

2010 

2010 

2010 


Actual 




Actual 



Actual Income 

Expenditure 

Surplus / (Deficit) 

Budget 

Actual Income 

Expenditure 

Surplus / (Deficit) 

Budget 

R 

R 

R 

R 

R 

R 

R 

R 

52,854,792 

21,836,354 

31,018,437 

20,908,505 Executive & Council 

83,412,994 

15,564,495 

67,848,499 

30,703,640 

59,074,958 

23,620,546 

35,454,411 

5,564,778 Finance & Admin 

66,490,810 

20,272,069 

46,218,741 

19,038,816 

7,578,446 

12,245,367 

(4,666,922) 

(6,010,672) Planning & Development 

16,218,282 

20,382,785 

(4.164,503) 

(6,525,630) 

8,384,163 

8,531,929 

(147,766) 

819,547 Health 

8,673,408 

8,237,101 

436,307 

- 

4,272,590 

8,760,386 

(4,487,796) 

(7,198,470) Community & Social Services 

2,574,453 

8,617,911 

(6,043,459) 

(4,585,882) 

9,968,636 

11,645,495 

(1,676,859) 

(6,194,797) Public Safety 

14,317,728 

13,256,188 

1,061,540 

(6,336,523) 

644,124 

6,496,991 

(5,852,867) 

(6,613,479) Sport & Recreation 

696,115 

6,554,535 

(5,858,420) 

(6,882,052) 

- 

- 

- 

Environmental Protection 

- 

- 


18,222,075 

22,085,563 

(3,863,488) 

(2,560,131) Waste Management 

20,480,375 

24,729,456 

(4,249,082) 

(3,099,899) 

8,036,224 

12,269,384 

(4,233,161) 

(6,484,846) Road Transport 

20,638,849 

13,746,298 

6,892,550 

(6,909,174) 

- 

- 

- 

Water 

- 

- 

- 


106,747,153 

110,355,902 

(3,608,748) 

4,888,131 Electricity 

101,241,139 

126,692,919 

(25,451,780) 

(14,673,361) 

2,622 

114,424 

(111,802) 

(128,527) Other 

2,622 

98,836 

(96,214) 

(105,541) 

275,785,782 

237,962,341 

37,823,441 

(3,009,961) 

334,746,773 

258,152,593 

76,594,180 

624,395 




Less: Inter-Department Charges 





275,785,782 

237,962,341 

37,823,441 

(3,009,961) Total 

334,746,773 

258,152,593 

76,594,180 

624,395 
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LUKHANJI MUNICIPALITY 
APPENDIX E 

DETAIL OF MOVEMENTS ON CONDITIONAL GRANTS 
For the year ended 30 June 201 0 



Balance 

Contributions 

Interest 

Receipts 

operating 

expenses 

Capital 

Transfers 

Balance 

Conditions 

met 


2009/06/30 







2010/06/30 


6CIG Projects; Ezlbeleni Sewer 

-48,576.17 

- 

-3,440.19 

- 


. 

- 

-52.016.36 

Yes 

DCIG projects: Mlungisi bulkwater 

-63,320.14 

• 

-4,484.37 

- 



- 

-67,804.51 

Yes 

Botha’s Hoek Design fees 

-9,209.54 

- 

-652.22 

- 

743.82 

. 

- 

-9,117.94 

Yes 

Botha's Hoek Fstablishment Grant 

6.124.86 

- 

- 

- 

-6,091.24 

- 


33.62 

Yes 

Botha's I loek Top Structure 

-37.715.B4 

- 



4,050.40 

- 


-36.261.96 

Yes 

Drakkioof Selllemenl Planning 

-68,018.83 

- 

-4,225.52 

- 

14,333.67 

. 

- 

-57.910.68 

Yes 

Brakktoof Survey Preojects 

-2,484.57 

- 

-53.02 

- 

2,537.59 

- 

- 

-0.00 

Yes 

Bulk Services Levy 





474.46 

- 

. 

-489,958.50 

Yes 

Saoacitv Building : Ward Committees. Councillors etc 

-47,774.10 

- 

-944.87 

- 

48,718.97 

- 

- 


Yes 

Cemetary Maintenance Perpuitv 

-12.921.89 

- 

-1.831.33 

- 

- 


, 

-14.753.22 

Yes 

:hris Ham District Funds 

-124,421.08 

- 

-3,781.10 

- 



- 

-0.00 

Yes 

!IVIIP Project: Enkululckwonl Housing 

-36,270.27 

- 

- 

- 


- 

- 

-36,270.27 

Yes 

:MIP Protect: Ezibeleni Bulkwater & Roads 

-13,769.90 

- 

-975.19 

- 

- 




Yes 

~MIP Project; Shiloh Bede Free Basic Water 


- 

-3,185.63 

• 

^ 

. 

- 


Yes 

rMIP: Sabata Oalindyebo Services 

-16.021.20 

- 

-1,134.63 







lompletion of Zoning Scheme 

-19.375.43 

- 

-696.39 

- 

I^KSEiEl] 

- 

- 

-5,903.73 


lomputcrized Library System 

-239.415.33 

- 

-13,721.76 

- 

64,649.44 

10,061.41 

- 



lonslruction of Sportfields 

-5,105.61 

- 

-108.96 

- 

5.214.57 

- 

. 

-0.00 

Yes 

)flSA ; Hand Held Terminals 

-15,000.00 

- 


- 

- 

- 

- 

-15,000.00 

Yes 

Jept of National Health (Attic) 

- 

- 

- 

-1.714,474.28 

- 


- 

mBlEKSZm 

Yes 

)eveJopment of Integrated Spatial Info System 

-733,184.26 

- 

-51,302.63 

- 

- 

. 


-774,386.89 

Yes 

)eveiopment of Performance Contracts for Managers 

-167,568.81 

- 

-10,549.48 

- 

178,118.29 

- 



BBl 

>isaster Fund 

-1,928.84 

^ 

-41.16 

- 

1.970.00 





kuphumleni Establishment Grant 



•2,382.09 

- 





BBl 

kuphumleni Top Structure 

-53,188.15 

- 

-3.6S0.S9 

- 

14,104.77 

24,852.63 


-17,881.34 


kuphumleni Transfer Fees 

-10,744.92 

- 

-867.86 

-2.100.00 

2,604.42 

- 

- 

-11,108.36 

Yes 

nkululekweni Establishment Grant 

-248.62 

- 

-17.61 





-266.23 

Yes 

nkululekweni Top structure 

-3.245.23 

. 

-177.93 

- 

mamsm 



-3,046.30 

Yes 

nsam Design Fees 

-27,408.17 

- 

-1,788.10 

- 

G.274.98 

- 


-22,921.29 

Yes 

nsam Establishment Grant 

•281.32 

- 

-18.97 

- 

35.40 

- 

- 

-264.89 

Yes 

nsam Top Structure 

-7,630.22 

- 

- 

- 

5.780.79 

- 

- 

-1.855.43 

Yes 

skom (Sabata Oalindyebo) 

-314,595.70 

- 

-22,279.84 

- 

37,395.00 

- 

- 

-299,480.54 

Yes 

state Late Macrae 

-1.351.24 

- 

- 

- 

- 




Yes 

nbeleni Phase 2 Establishment Grant 

6,174.38 

- 

- 

- 

437.27 




Yes 

tibeleni Phase 2 Top Structure 

-1,467.30 

- 

-103.91 

- 


. 

- 

-1,571.21 

Yes 

iibeleni Town Centre 

-798.85 


-17.05 

- 




- 

Yes 

nanclal Management Grant 

mBssmn 



-1.000,000.00 

1.217.032.36 

33,352.30 

. 

-534,926.79 

Yes 

re Services 

-2,702,236.17 


HEEEHOiail 

. 

55,489.43 

2,449.204.90 

- 

-321,756.71 

Yes 

jrmulation Ezibeleni Sites 

-92,822.77 


-3,726.53 1 

- 

60,115.97 

- 

- 

-36,433.33 

Yes 

ee Basic Services 

-77.908.80 



- 

22,582.63 

- 

- 

-59,856.00 

Yes 

eorge Hartley Bequest 

-37,817.99 


-3,494.74 1 

-24,128.00 

' 

- 



Yes 
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LUKHANJI MUNICIPALITY 
APPENDIX E 

DETAIL OF MOVEMENTS ON CONDITIONAL GRANTS 
for the year ended 30 June 2010 



Balance 

Contributions 

Interest 

Receipts 

Operating 

expenses 

Capital 

Transfers 

Balance 

Conditions 

met 


2009/06/30 









Hydraulic Analysis Sewerage 

-6.301.56 

- 

-342.76 

- 

2,296.32 

laBHB 



Yes 

lEC 

-37,338.38 

- 

-2.214.83 

- 

9,950.75 

- 

- 

1 -29,602.46 

Yes 

IIInRe Establishment Housing Project 

-55.328.72 

- 

-3,957.01 

- 

1,306.00 


- 


Yes 

Hinge registration fee 

-10.862.77 

- 

-2,841.93 

-89,100.00 

46,317.84 


- 

-56.486.86 

Yes 

lltnge Top Structure 

-5,485.36 

- 

-388.48 

- 

- 

- 

- 

-5.873.84 

Yes 

imvani Establishment Grant 

-5,400.11 

- 

-366.33 

- 

5.400.00 

- 

- 

-366.44 

Yes 

Imvani Top Structure 



-1,584.39 

- 

119,998.86 

- 

- 

-4,687.45 

Yes 

Integrated Development Plan 



-3,445.97 

-120,000.00 

149.108.86 

- 

- 

-16.107.50 

Yes 

Interest on Housing Projects 

-45,494.43 

- 

-3,221.94 

- 

- 

- 

- 

-48,716.37 

Yes 

Interest on Projects Infrastructure 

-272.657.50 

- 

-17,676.82 

-186,730.93 

384.337.29 

- 

- 

-92,727.96 

Yes 

Khayalitsha Brickmakers 

-10,781.95 

- 

-230.10 

- 

11.012.05 

- 

- 

-0.00 

Yes 

Laurie Dashwood Park Settlement Planning 

-53.468.79 

- 

-2,159.37 

- 

34,374.64 


- 

-21,253.52 

Yes 

LED PROJEa - RESOURCE GROUP 

- 

- 

-22,139.68 

-1,183,656.00 

301,548.34 

248,828.95 

- 

-655,418.39 

Yes 

LGW Seta -Training 


- 

-6,233.69 


300,544.82 

- 

- 

-156,333.21 

Yes 

Mbekweni Roads & Stormwater 

-1,476.40 

- 

-31.51 

- 

1.507.91 

- 

- 

0.00 

Yes 

McRrlde Design Fees 

-210.509.64 

- 

-12,833.52 

- 

428,019.91 


. 


Yes 

McBiidc Establishment Grant 

1.282.41 





- 

- 

-1,553.22 

Yes 

McBride Top Structure 

1,260.40 

- 

- 

- 

84.88 

- 

- 

1,345.28 

Yes 

Mendi Educate Centre 

-28,111.16 

- 

-1,182.73 

- 

17,129.25 

- 

- 

-12.164.64 

Yes 

Mendi Memorial Creche 

-10,981.32 

- 

-1,570.39 

- 

- 

- 

- 

-12,551.71 

Yes 

Merino Walk Design Fees 

-51,698.66 

- 

- 

-698,490.00 

750,621.51 

- 

- 

432.85 

Yes 

Merino Walk Establishment Grant 

4,552.03 

- 

- 

- 

-4,714.44 

- 

- 

-162.41 

Yes 

Merino Walk Top Structure 

20.452.28 

- 

- 

- 

1,544.15 

- 

- 

21.996.43 

Yes 

MIG - Interest 

-191,766.57 

- 

-16,863.89 

-407,880.18 

630,993.17 


. 

14.482.53 

Yes 

MIG Counterfiinding 

-379,104.64 

- 

-38,539.10 

-999,260.83 

61,567.88 

- 

- 

-1,355336.69 

Yes 

vllG Funds 

-5,829,737.46 

- 

-613,291.18 

-27.896,401.89 

1,438.879.73 

14,550,191.14 


-18,350,359.66 

Yes 

MIG retention fund 

-29,766.61 

- 

-2,108.03 

- 

- 

- 

- 

-31.874.70 

Yes 

MSP Funds 

-683,611.19 

- 

-27,241.92 

- 

433,199.97 

80,920.00 

- 

-196.733.14 

Yes 

Municipal Systems Improvement Program 

-2,452,756.36 

- 

-132,454.80 

-735,000.00 

2.486.141.02 

- 

- 

-834,070.14 

Yes 

jer: Ezibcleni Infra Upgrade Phase 2 

-299336.59 

- 

-4,831.40 

- 

308,394.36 

- 

- 

4.026.37 

Yes 

Jomzarno Planning 

-26,219.99 

- 

-1,856.91 

- 

- 

- 

- 

-28,076.90 

Yes 

lomzamo Project Linked Housing 

3,023.81 

- 

. 

- 

6,752.55 

- 

- 

9,776.36 

Yes 

lomramo Top Structure 

60,974.26 

- 

-57,342.14 

-4,208,392.33 

4,178,987.83 

- 

- 

-25,772.38 

Yes 

)llver Barnes Bequest 

-3,125.43 

- 

-462.77 

- 

- 

- 

- 

-3,588.20 

Yes 

B Arnold Bequest 

-8,984.74 

- 

-1,388.47 

- 

- 

- 

- 

-10,373.21 

Yes 

lanning of Shiloh Greenfields 

-231,829.72 

- 

-14,334.01 

- 

50,203.73 

- 

- 

-195,960.00 

Yes 

lanting of Grass - BRFU 

-8,223.43 

- 

-253.00 

- 

4,626.33 

- 

- 

-3,850.10 

Yes 

opiar Grove Design Fees 

-213,611.94 

- 

-12,158.38 

-150,159.80 

375,867.48 

- 

- 

-62.64 

Yes 

opiar Grove Establishment Grant 

4,968.62 

- 

- 

- 

-12,710.68 


. 

-7,742.06 

Yes 

opiar Grove Top Structure 

-1,078,674.06 

- 

-69,597.78 

- 

276335.14 

- 

- 

-871,736.70 

Yes 

reparation of Structure Plan 

-121,610.91 

- 

-6,698.96 

- 

42,642.49 

- 

- 

-85,667.38 

Yes 
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LUKHANJI MUNICIPALITY 
APPENDIX E 

DETAIL OF MOVEMENTS ON CONDITIONAL GRANTS 
for the year ended 30 June 2010 



Balance 

Contributions 

Interest 

Receipts 

Operating 

expenses 

Capital 

Transfers 

Balance 

Conditions 

met 


2009/06/30 







2010/06/30 


Queenstown Rhino Funds 

-285.329-20 

- 

-15,121.74 

- 

112,483.97 

- 

- 

-187,966.97 

Yes 

Rafts to Riches 

-47,103.20 

- 

-2,457.62 

- 

19.241.75 

. 

- 

-30,319.07 

Yes 

Rathwick Electrification 

-126,535.39 

- 

-8,961.30 

- 

- 

. 

- 

-135,496.69 

Yes 

Revenue Management 

-139,566.01 

- 

-2,727.02 

- 

142,293.03 

- 

. 

0.00 

Yes 

Rowell Old Age Home 

-1,703.42 

- 

-255.19 

- 

- 





Rural Water Scheme 

-561,981.49 

- 

- 

- 

Ml III II II 

^■^Bi 


■■BB 

Yes 

Rural Water Scheme 

-12,390.36 

- 

- 

- 

- 

1 

- 

-12,390.36 

Yes 

Sabata : Project Link 



-19,063.16 

-146,524.00 



. 

-406,698.37 

Yes 

Sabata Dalindyebo Establishment Grant 

-294.99 

- 

-20.89 

- 

^BIB 



-315.88 

Yes 

Sabata Oalindvebo Top Structure 

-158.40 

- 

-11.22 

- 

- 

- 

- 

-169.62 

Yes 

^Sabata Top Structure 

-262J57.22 

- 

-73,613.21 

-7,268.026.68 

6,663,795.48 

- 

- 

-940,201.63 

Yes 

Service: Informal Settlements 



-13,065.19 

. 

149,615.76 

, 

- 

-146,590.53 

Yes 

Shiloh Greenfields 'Survey Project 


- 

-18,372.34 

- 

63.140.67 

- 


-251,540.00 

Yes 

Sinlhemba Organization 

-25,347.84 

- 

-1,117.49 

- 

16.948.63 

- 

- 

-9,516.70 

Yes 

SMALL MICRO STRATEGY & HAWKER 

^ 

- 

-9,477.78 

-384.644.28 

220,193.55 

- 

- 

BSEiSSB] 

Yes 

Storm Relief Fund 


- 

-957.52 

- 

- 


- 

-23,608.98 

Yes 

Survey & Planning: Ext 2 Whittlesea 


- 

-3,452.32 

- 

30,221.17 

- 

, 

-41,606.45 

Yes 

Survey of Laurie Oashwood Park 


- 

-903.56 

- 


. 

, 

-2,256.53 

Yes 

Tambo Village Establishment Grant 

-897.19 

- 

-63.54 

- 





Yes 

Tambo Village Top Services 

5.185.10 




367.21 


. 

5,552.31 

Yes 

Tambo Village Top Structure 


- 



- 

10,070.78 

- 

-20,884.36 

Yes 

TOURISM OFFICE 

- 


- 

-17,855.99 

4,546.39 

13,309.60 

- 

-0.00 

Yes 

Township Register 1 



-1,667.07 






Yes 

Township Register 2 

41,950.79 

- 

-1.758.45 

. 

- 

. 

- 

■■ESQSQII 

Yes 

Tylden Irrigation Scheme 

•35,768.52 

- 

-1,044.53 

- 

31,000.98 

- 

- 

-5,812.07 1 

Yes 

Unknown Allocation 


- 

-14,982.25 




- 


Yes 

UPGRADE ELECTRICITY NETWORK l.Sc/kw 


- 

- 

-3,064,849.00 

- 

^ 

- 

msESs^mi 

Yes 

Upgrading Arts & Culture Centre 

-215.86 

- 

-4.61 

. 

220.47 




Yes 

Valuation Fund 

-295,021.63 

- 

-20,872.13 

- 

290,000.00 

- 

- 

-25,893.76 


VARIOUS PROJECTS - CHDM WATER 

- 




4.148,820.74 

- 

- 

-2,065,015.80 


W Tregarten Baquest 

-4,213.89 

- 

-547.88 

- 

- 

- 

- 

•4,761.77 

Yes 1 

Whittlesea Ext 4 Roads & Stormwater 


. 

-64.308.81 

- 

1,394,270.03 

- 

- 

-466,937.08 


Who Can Tell Establishment Grant 


. 

- 


■■KSII 

- 

- 

10.42 

■bI 

Who-Can-Tell Design Fees 

1,297.81 

- 

^BBaiJ 



^■BB 



Yes 

Who Can-Tell Top Structure 

-553.719.32 

i^BHHI 




^ 

- 

456,782.19 | 

Yes 

Total 



-1,902,163.89 1 




- 
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4.2 AUDITOR’S REPORT OF THE AUDITOR-GENERAL TO THE EASTERN CAPE 
PROVINCIAL LEGISLATURE AND THE COUNCIL ON THE LUKHANJI 
MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1 . I was engaged to audit the accompanying financial statements of the Lukhanji Municipality, 
which comprise the statement of financial position as at 30 June 2010, and the statement of 
financial performance, the statement of changes in net assets and the cash flow statement 
for the year then ended, a summary of significant accounting policies and other explanatory 
information, and the accounting officer’s report, as set out on pages 44 to 94. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with the Statements of Generally Recognised Accounting 
Practice (Statements of GRAP) and in the manner required by the Municipal Finance 
Management Act of South Africa (Act No. 56 of 2003) (MFMA). This responsibility includes: 
designing, implementing and maintaining internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due 
to fraud or error; selecting and applying appropriate accounting policies; and making 
accounting estimates that are reasonable in the circumstances. 

Auditor-General’s responsibility 

3. As required by section 188 of the Constitution of South Africa, 1996 (Act No. 108 of 1996), 
section 4 of the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) and 
section 126(3) of the MFMA, my responsibility is to express an opinion on the financial 
statements based on conducting the audit in accordance with the International Standards on 
Auditing and General Notice 1570 of 2009 issued in Government Gazette 32758 of 
27 November 2009. Because of the matters described in the basis for disclaimer of opinion 
paragraphs, however, I was not able to obtain sufficient appropriate audit evidence to 
provide a basis for an audit opinion. 

Basis for disclaimer of opinion 

Conditional grants 

4. The municipality did not maintain a separate account for conditional grant funding received. 
At year-end the balance in the bank account totalled R106,1 million, whereas the balance 
for unspent conditional grants reflected in the statement of financial position totalled 
R36,6 million. Furthermore, grant revenue of R121,8 million was reflected in the statement 
of financial performance. Only R100,6 million of this amount could be traced to receipts in 
the bank statements of the municipality. The municipality’s systems and records did not 
permit the application of alternative audit procedures on conditional grants. As a result, I did 
not obtain sufficient appropriate evidence relating to the accuracy and completeness of the 
grant revenue recognised in the statement of financial performance and the unspent 
conditional grant liability recognised in the statement of financial position. 
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Revenue 


5. Property rates were disclosed at R33,4 million on the face of the statement of financial 
performance. These rates were levied based on a general valuation implemented on 1 July 
2010. The municipality did not submit the valuation roll and a reconciliation of the rates 
revenue per the general ledger with the valuation roll for audit purposes. There were no 
alternative audit procedures that I could perform to obtain reasonable assurance that rates 
revenue was accurate and complete. Consequently, I did not obtain sufficient appropriate 
evidence relating to the accuracy and completeness of rates revenue as recorded in the 
statement of financial performance. 

6. Revenue from exchange transactions was not disclosed and measured at fair value taking 
into account imputed interest as required by the International Financial Reporting Standard, 
IFRS 7 Financial Instruments: Disclosure and the International Accounting Standard, 
IAS 39 Financial instruments: Recognition and Measurement. As a result, revenue from 
exchange transactions disclosed in the statement of financial performance at R307,5 million 
was overstated by R1,3 million and interest earned disclosed in the statement of financial 
performance at R22,4 million was understated by the same amount. 

Expenditure 

7. Expenditure and additions to property, plant and equipment were stated at R266 million and 
R17,8 million, respectively, in the financial statements. The municipality did not maintain a 
consecutively numbered tender register. As a result, it was not possible to determine the 
completeness of the record of tenders submitted for audit purposes. The municipality’s 
systems and records did not permit the application of alternative audit procedures on this 
record. Consequently, I did not obtain sufficient appropriate evidence relating to the 
accuracy and completeness of expenditure, additions to property, plant and equipment, 
capital commitments and irregular expenditure. 

8. Expenditure was not disclosed and measured at fair value taking into account imputed 
interest as required by the International Financial Reporting Standard, IFRS 7 Financial 
Instruments: Disclosure and the International Accounting Standard, IAS 39 Financial 
Instruments: Recognition and Measurement As a result, net expenditure of employee- 
related costs disclosed in the statement of financial performance at R177,3 million was 
overstated by R1,0 million and finance costs disclosed in the statement of financial 
performance at R1,6 million were understated by the same amount. 

Employee costs 

9. The financial statements reflected an amount of R77,4 million as employee-related costs, 
but the trial balance reflected an amount of R82,5 million. The municipality could not 
provide supporting documentation for the difference of R5,1 million. The municipality’s 
records did not permit the application of alternative audit procedures on this difference. As a 
result, I did not obtain sufficient appropriate evidence relating to the accuracy and 
completeness of employee costs. 

10. Leave paid out to employees who had left the municipality during the year was calculated 
based on the total package paid to the affected employees and not the basic salary as 
required by the South African Local Government Bargaining Council agreements. This 
resulted in overpayments of R3,4 million to the affected employees. No entries relating to 
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these overpayments were recorded in the financial statements. As a result, employee costs 
as disclosed in the statement of financial performance were overstated whilst receivables 
as disclosed in the statement of financial position were understated by R3,4 million. 

Trade payables 

1 1 . The municipality could not provide documentation in support of the other creditors balance 
of R6,4 million, which was disclosed in note 10 to the financial statements as part of trade 
and other payables from exchange transactions. There were no alternative audit procedures 
that I could perform to obtain reasonable assurance that the municipality had an obligation 
for all trade and other payables disclosed in the financial statements. Consequently, I was 
unable to obtain sufficient appropriate audit evidence relating to the accuracy and 
obligations of trade payables disclosed in the financial statements. 

12. The municipality did not include a payable of R1,5 million owed to the Cape Joint Pension 
Fund at year-end in its financial statements. This liability arose as a result of its obligation to 
subsidise a shortfall in the fund's anticipated returns for the year ended 30 June 2009. 
Consequently, trade and other payables as disclosed in the statement of financial position 
and employee costs as disclosed in the statement of financial performance were 
understated by R1 ,5 million. 

Value-added tax (VAT) receivable 

13. The municipality could not provide a reconciliation of the net VAT receivable of R3,8 million 
reflected in the financial statements with the balance according to the South African 
Revenue Service’s statement of account of R253 765 at 30 June 2010. Even after 
performing alternative procedures I could not determine the reason for the difference of 
R3,5 million. As a result, I was unable to obtain sufficient appropriate evidence relating to 
the accuracy, existence and valuation of the VAT receivable balance as disclosed in the 
statement of financial position. 

Property, plant and equipment 

14. The asset register did not reflect any disposals during the financial year, but a gain on sale 
of assets of R3,2 million was reflected in the statement of financial performance. The 
municipality could not provide documentation supporting this gain on sale of assets. As the 
municipality’s records did not permit the application of alternative procedures relating to 
property, plant and equipment, I did not obtain all the information and explanations I 
considered necessary to satisfy myself as to the occurrence and accuracy of the gain on 
sale of assets as well as the completeness of disposals in the asset register. 

15. Accounting policy 2.1 to the annual financial statements referred to relief relating to the 
subsequent measurement of property, plant and equipment in terms of Directive 4 issued by 
the Accounting Standards Board. The municipality provided for depreciation of R9,3 million 
in the statement of financial performance but it did not assess residual values, useful lives 
and impairment of the assets when calculating the depreciation charge for the year. The 
limited information in the municipality’s records did not allow me to re-perform these 
calculations. As a result, I did not obtain sufficient appropriate evidence relating to the 
depreciation expense recorded in the statement of financial performance and the valuation 
of property, plant and equipment disclosed in the statement of financial position. 


88 



Contingent liabilities 

16. GRAP 19 Provisions, Contingent Assets and Contingent Liabilities requires disclosure of all 
contingent liabilities. Litigation and claims pending against the municipality to the value of 
R2,5 million were not disclosed in note 45 to the financial statements. As a result, the 
contingent liabilities of R4 million as disclosed in note 45 in terms of GRAP 19 were 
understated by R2,5 million. 

Receivables 

17. The municipality could not provide detailed supporting documentation and calculations of 
the other receivable of R77,7 million included in note 3 to the financial statements, which 
related to the Chris Hani District Municipality. Even after performing alternative procedures, I 
was unable to obtain sufficient appropriate evidence relating to the existence, accuracy and 
valuation of the other receivable balance as recognised in the statement of financial position 
and detailed in note 3 to the financial statements. 

18. The corresponding total for receivables from non-exchange transactions was disclosed at 
R40,1 million on the face of the statement of financial position and in note 3 to the annual 
financial statements. However, trade and other receivables from non-exchange transactions 
in the prior year’s audited annual financial statements amounted to R42,5 million. 
Explanations and reconciliations of the difference of R2,4 million could not be obtained. The 
municipality’s systems and records did not permit the application of alternative audit 
procedures relating to this difference in the corresponding receivables amount. 
Consequently, I was unable to obtain sufficient appropriate evidence relating to the 
accuracy of the corresponding total for receivables from non-exchange transactions. 

Post-employment medical benefit obligation 

19. The municipality recognised a post-employment medical benefit obligation of R48,6 million 
on the face of the statement of financial position and in note 44 to the financial statements. 
However, an actuarial valuation obtained by the municipality valued this obligation at 
R60,3 million. As a result, the post-employment medical benefit obligation disclosed in the 
statement of financial position and employee costs disclosed in the statement of financial 
performance were understated by R11,7 million. 

Provisions 

20. The municipality disclosed a provision for unused electricity of R1,6 million in note 13 to the 
financial statements. However, this amount was included in trade payables and not 
provisions on the face of the statement of financial position. Consequently, the balance for 
provisions reflected in the statement of financial position did not agree to note 13 by an 
amount of R1,6 million. In addition, the corresponding figure for unused electricity was 
disclosed as a provision, which affected the comparability of these balances in the 
statement of financial position. 

Irregular expenditure 

21. Irregular expenditure of R1,5 million was identified during the audit as a result of the 
municipality’s non-adherence to its supply chain management policy. This irregular 
expenditure was not disclosed in note 40.3 to the financial statements. As a result, irregular 
expenditure was understated by R1,5 million. 
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Capital commitments 

22. The municipality disclosed capital commitments of R37,4 million in note 42 to the financial 
statements. However, the records supplied in support of this amount totalled R28,7 million. 
The difference of R8,7 million could not be reconciled or adequately explained. The 
available accounting records did not permit the application of alternative procedures in order 
to verify this difference. Consequently, I did not obtain sufficient appropriate evidence 
relating to the completeness and accuracy of capital commitments. 

Fruitless and wasteful expenditure 

23. Interest and penalties of R288 092 were incurred due to the late payment of liabilities in 
terms of the Compensation for Occupational Injuries and Diseases Act. This expenditure 
was not disclosed as required by section 125(1)(d) of the MFMA. Fruitless and wasteful 
expenditure was thus understated by this amount. 

Disclosure 

24. The municipality incurred distribution losses of approximately 32% on electricity due to 
technical losses on the existing network, faulty meters, own use, billing errors and theft. 
These losses were not disclosed in the financial statements as required by 
section 125(1)(d) of the MFMA. 

25. Deviations from the municipality's supply chain management policy to the value of 
R960 052 were not disclosed in the financial statements as required by 
paragraph 12(1)(d)(i) of Government Gazette 27636 of 30 May 2005. 

Disclaimer of opinion 

26. Because of the significance of the matters described in the basis for disclaimer of opinion 
paragraphs, I have not been able to obtain sufficient appropriate audit evidence to provide 
a basis for an audit opinion. Accordingly, I do not express an opinion on the financial 
statements. 

Emphasis of matter 

27. 1 draw attention to the matter below. My opinion is not modified in respect of this matter: 

Material losses through criminal conduct/impairments 

28. The municipality suffered financial losses of R6,7 million due to fraudulent transactions 
processed through the main bank account during the financial year. An amount of 
R4,4 million has subsequently been blocked or recovered by the banks. However, this 
amount has not yet been refunded to the municipality. Information in this regard was 
contained in note 40.4 to the financial statements. An investigation into the alleged fraud is 
currently underway as discussed in paragraph 47 of this report. 

Additional matter 

29. 1 draw attention to the matter below. My opinion is not modified in respect of this matter: 


90 



Unaudited supplementary schedules 

30. The supplementary annexures set out on pages 40 to 49 do not form part of the financial 
statements and are presented as additional information. I have not audited these schedules 
and accordingly I do not express an opinion thereon. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

31 . In terms of the PAA and General Notice 1570 of 2009 issued in Government Gazette 32758 
of 27 November 2009, I include below my findings on the report on predetermined 
objectives, compliance with section 45 of the Municipal Systems Act of South Africa, 2000 
(Act No. 32 of 2000) (MSA), and financial management (internal control). 

Predetermined objectives 

32. Material findings on the report on predetermined objectives, as set out on pages ... to ..., 
are reported below: 

Non-compliance with regulatory and reporting requirements 

Content of the integrated development plan 

33. The integrated development plan of the municipality did not include the financial strategy for 
achieving objectives, including the plan for sourcing funding and methods of financing the 
various objectives and targets, as required by section 26(h) of the MSA. 

Lack of adoption or implementation of a performance management system 

34. The municipality did not adopt a framework that described and represented how the 
municipality’s cycle and processes of performance planning, monitoring, measurement, 
review, reporting and improvement would be conducted, organised and managed, including 
determining the roles of the different role players, as required in terms of regulation 7 and 8 
of the Municipal Planning and Performance Management Regulations, 2001. 

Prior year comparisons 

35. The annual performance plan did not include a comparison with the prior year’s 
performance and measures to improve performance, as required by section 46(1 )(a) and (b) 
of the MSA. 

Usefulness of reported performance information 

36. The following criteria were used to assess the usefulness of the planned and reported 
performance: 

• Consistency: Has the municipality reported on its performance with regard to its objectives, 
indicators and targets in its approved integrated development plan, i.e. are the objectives, 
indicators and targets consistent between planning and reporting documents? 

• Relevance: Is there a clear and logical link between the objectives, outcomes, outputs, 
indicators and performance targets? 
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• Measurability: Are objectives made measurable by means of indicators and targets? Are 
indicators well defined and verifiable, and are targets specific, measurable and time bound? 

37. The following audit finding relates to the above criteria: 

38. The municipality did not report throughout on its performance with regard to its targets as 
per the approved integrated development plan. Fifteen objectives contained in the integrated 
development plan were not reported in the annual performance report. 

Reliability of reported performance information 

39. The following criteria were used to assess the reliability of the planned and reported 
performance: 

• Validity: Has the actual reported performance occurred and does it pertain to the entity, i.e. 
can the reported performance information be traced back to the source data or 
documentation? 

• Accuracy: Have amounts, numbers and other data relating to reported actual performance 
been recorded and reported appropriately? 

• Completeness: Have all actual results and events that should have been recorded been 
included in the reported performance information? 


The following audit findings relate to the above criteria: 

40. Review of supporting evidence revealed that the actual performance contained in the annual 
performance report for seven objectives was not accurately documented. 

41. The municipality reported on four items in its annual performance report that were not 
included in its approved integrated development plan. 

Compliance with laws and regulations 

Municipal Finance Management Act 

Expenditure was not paid within the parameters set by applicable legislation 

42. The municipality did not make all payments due to creditors within 30 days as required by 
section 65(2)(e) of the MFMA. 

The internal audit unit was not properly established or not functioning properly 

43. The municipality’s internal audit division did not fulfil all of its responsibilities as required by 
section 165(2) of the MFMA. 

The audit committee was not properly established or not functioning properly 

44. The audit committee did not dispense with all its duties as required by section 166(1) 
and (2)(a) of the MFMA. 
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The financial statements were not prepared in accordance with applicable legislation 

45. The financial statements submitted for auditing did not comply with section 122(1) of the 
MFMA. Material misstatements were identified during the audit and were not corrected. 
These misstatements were included in the basis for disclaimer of opinion paragraphs. 

The accounting officer did not adhere to his statutory responsibilities 

46. The accounting officer did not take all reasonable steps to ensure that the irregular and the 
fruitless and wasteful expenditure incurred were prevented as required by section 62(1)(d) 
of the MFMA. 

Compliance with other enabling legislation 

47. The municipality did not submit all information, returns, documents, explanations and 
motivations as may be prescribed or may be required to the National Treasury as required 
by section 74(1) of the MFMA. 

48. The municipality did not place all documentation on its official website as required by 
section 75 of the MFMA. 

INTERNAL CONTROL 

49. 1 considered internal control relevant to my audit of the financial statements and the report 
on predetermined objectives and compliance with the MFMA and the Division of Revenue 
Act of South Africa, 2009 (Act No. 12 of 2009) (DoRA), but not for the purpose of expressing 
an opinion on the effectiveness of internal control. 

50. The matters reported below are limited to the significant deficiencies regarding the basis for 
disclaimer of opinion paragraphs, the findings on the report on predetermined objectives and 
the findings on compliance with laws and regulations. 

• Leadership 

51 . Management’s philosophy was positive, but oversight responsibilities over reporting, 
compliance with laws and regulations and internal control were not exercised and the 
accounting officer did not evaluate whether management had implemented effective internal 
controls. Municipal officials did not monitor tasks delegated to other staff members. 
Excessive reliance was placed on certain staff. This coupled with the lack of oversight of 
delegated tasks resulted in the disruption to municipal processes and service delivery. 

• Financial and performance management 

52. The financial statements and other information to be included in the annual report were not 
reviewed for completeness and accuracy prior to submission for auditing. Pertinent 
information was not identified in a form and time frame to support financial and performance 
reporting. A working paper file was not prepared to support the financial statements in order 
for management to determine whether amounts and disclosures included in the financial 
statements were complete and accurate. 
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• Governance 


53. The internal audit division ivas not effedive in performing its duties and responsibilities as it 
lAias understaffed. The annual internal audit plan did not cover important risks to the 
municipality’s operations, such as procurement and predetermined objedives. The plan lAias 
also not completed during the year as 13 planned audits lAiere not conduded. These 
limitations affected the adequate discharge of the audit committee’s duties during the year 
under revieiv. Revieiv of the minutes of audit committee meetings revealed limited 
interadion betiAieen the municipality and the audit committee. 

54. The audit committee did not exerdse suffident oversight over the implementation of the 
internal audit function, as the internal audit plan lAias approved late in the finandal year and 
all planned audits lAiere not completed. Furthermore, the internal audit division did not 
devote sufficient attention to high risk areas of the municipality’s operations. This 
contributed to the findings mentioned in the preceding paragraphs. 

OTHER REPORTS 

Investigations 

Investigations in progress 

55. The South African Police Service is currently conduding an investigation instigated at the 
request of the council into the unauthorised transfer of funds from the munidpalitys bank 
account in April 2010. The munidpality placed kAio officials on a precautionary suspension 
lAihilst the investigation is being conduded. Subsequent to year-end, the Eastern Cape 
Department of Local Government and Traditional Affairs commissioned a forensic 
investigation into the same matter. 



East London 


30 November2010 



AUDITOR-GENERAL 


SOUTH AFRICA 


Audifj/ig to burfd pubfic confidence 
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CHAPTER 5: GOOD GOVERNANCE AND PUBLIC PARTICIPATION - (KPA 5) 

5.1 OVERVIEW OF THE EXECUTIVE AND COUNCIL FUNCTIONS AND ACHIEVEMENTS 

5.1 .1 Political Structure 


The municipal area has 27 wards. There are 27 ward councillors and 26 proportionally 
elected Councillors with the ANC holding 47 seats, the DA 3, the UDM 2, and the PAC 1. 
Lukhanji Municipality has an Executive Mayoral Committee system which is combined with a 
ward participatory system. The Executive Mayoral Committee comprises 9 members, 
including the Executive Mayor. 

The following members, together with the portfolios they represent, constitute the 
Executive Mayoral Committee: 

Councillor M Nontsele (Executive Mayor) 

Councillor M B Snyders (Speaker) 

Councillor G N Xoseni (Budget & Treasury) 

Councillor A E Hulushe (Community Services) 

Councillor Z M Gwantshu (Technical Services) 

Councillor N B Keva (Administration and Human Resources) 

Councillor TV Mpolo (Human Settlement & Land Development) 

Councillor B M Adoons ( IDP/LED) 

Councillor T M Jocki (Special Programmes Unit) 

The main task of the Executive Mayoral Committee is to assist the Executive Mayor to take 
decisions in relation to all powers delegated to him by Council. The Executive Mayoral 
Committee meets once per month and takes all decisions on behalf of the Council except 
matters that may by law not be delegated by Council. 
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5.1.2 Governance 


The Council is the legislative body, which is empowered to take decisions inter alia 
concerning By-Laws, the IDP and the Budget. 

5. 1.2.1 The Speaker 

The Speaker is the Chairperson of Council and is elected in terms of section 36 of the 
Municipal Structures Act 117 of 1998. The Speaker ensures that Councillors comply 
with the Code of Conduct and in this regard the Speaker acts as the Chairperson of 
the section 79 Rules Committee. 

Specific roles and responsibilities are also assigned to the Speaker by section 37 of 
the Municipal Structures Act including: 

■ Presiding and maintaining order at the meetings of Council; 

■ Performing the duties and exercising the powers delegated to the Speaker in 
terms of section 59 of the Local Government: Municipal Systems Act, No. 32 of 
2000; 

■ Ensuring that Council meets at least quarterly; and 

■ Ensuring that Council meetings are conducted in accordance with the rules and 
orders of the Council. 

The Speaker's responsibility has been further extended to include a political 
oversight role in respect of monitoring and reporting on the performance of ward 
participatory mechanisms and managing community participation through these 
mechanisms. 

5. 1.2. 2 The Executive Mayor and the Mayoral Committee 

The Executive Mayor has an overarching strategic and political responsibility and is 
at the centre of the municipality's system of government since executive powers are 
vested in the Executive Mayor to effectively manage the municipality. The Executive 
Mayor is elected by Council in terms of section 55 of the Structures Act, and together 
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with the Mayoral Committee, functions as the executive leadership of the Council. 
In terms of section 60 of the Municipal Structures Act, members of the Mayoral 
Committee are appointed by the Executive Mayor to assist in executing the 
executive powers, and are assigned specific portfolios and delegated responsibilities 
to ensure effective governance of the Municipality. 

In terms of section 56 of the Structures Act the Executive Mayor has, amongst 
others, the following functions and powers and has the duty to report to Council on 
all decisions taken by him: 

■ Must identify the needs of the Municipality; 

■ Reviews and evaluates those needs in order of priority; 

■ Recommends to the municipal Council strategies, programmes and services to 
address priority needs through the Integrated Development Plan and the 
estimates of revenue and expenditure, taking into account any applicable 
national and provincial development plans; 

■ Recommends or determines the best way, including partnership and other 
approaches, to deliver those strategies, programmes and services to the 
maximum benefit of the community; 

■ Reviews the performance of the municipality in order to improve the economy, 
efficiency and effectiveness of the municipality; the efficiency of credit control 
and revenue and debt collection services and the implementation of the 
municipality's by-laws; 

■ Oversees the provision of services to communities in a sustainable manner; and 

■ Receives reports from the committees of Council and forwards these reports 
together with a recommendation to the Council when the matter cannot be 
disposed of by the Executive Mayor in terms of delegated authority; and 

■ Performs duties and exercises powers as delegated by the Council in terms of 
section 59 of the Municipal Systems Act. 

Powers and functions designated by the Municipal Council must be exercised by the 
Executive Mayor together with the other members of the Mayoral Committee. 
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Notwithstanding this, the final decision is that of the Executive Mayor after duly 
considering the recommendations of the Mayoral Committee. 

5. 1.2.3 Committees of Council 

The Council of the Lukhanji Municipality is supported by a Committee System. The 
Executive Mayor nominates the Chairpersons to these committees and determines 
the functions of each committee. The Council currently has 5 Section 79 (Portfolio) 
Committees comprising members of all political parties in the Council. These 
Portfolio Committees are: 

• Community Services 

• Technical Services 

• Human Settlement and Land Development 

• Administration and Human Resources 

• Finance Committee 

• Special Programmes Committee 

• IDP/LED 

The Mayoral Committee is the principal committee of the municipality. It receives 
reports and recommendations from the other committees. 

The Portfolio Committees meet at least once a month and formulate 
recommendations based on their portfolios to the Mayoral Committee. The Mayoral 
Committee meets once per week and, in terms of the Delegation of Powers, the 
Mayoral Committee concludes matters delegated to it by Council and submit 
recommendations to Council on other matters. The system promotes thorough 
discussion on all matters and ensures that decision making in the municipality is 
streamlined and effective. Furthermore, this model ensures effective participation 
and input by stakeholders thus enhancing democracy, promotes consensus on 
developmental and strategic issues, creates transparency and accountability 
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5.1.3 


Councillor Attendance at Portfolio Committee and Council Meetings during 2009/10 


Portfolio Committee 

Meetings 

Scheduled 

Meetings 

Held 

Avg% 

Attendance 

at 

meetings 

Community Services 

10 

7 

70.8 

Technical Services 

10 

5 

74 

HumanSettlement 
and Land 

Development 

10 

7 

83.5 

Administration & HR 

10 

6 

83 

Budget & Treasury 

10 

8 

79.5 

SPU 




IDP/LED 





Council Meetings 

(8 Scheduled -10 Convened) 

Meetings 

Present 

Absent 

% Attendance 

1 

45 

8 

84.9 

2 

45 

10 

81.1 

3 

44 

9 

83 

4 

46 

7 

86.8 

5 

48 

5 

90.6 

6 

49 

4 

92.5 

7 

48 

4 

92.3 

8 

44 

7 

86.3 

9 

38 

11 

77.6 

10 

40 

10 

80 


All applications for leave of absence from meetings are submitted in writing to the Speaker, 
Chairperson or Whip whereafter same is tabled in the relevant meeting for consideration. 
After debate, the Council or Standing Committee resolves whether the motivation for 
absence should be approved or declined. In cases where an application of leave of absence 
has been declined, a fine is issued in terms of Council's Rules of Order. 
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5.2 PUBLIC PARTICIPATION AND CONSULTATION 


A number of ward-based public consultation meetings were convened in various wards 
during the Budget/IDP and Performance Management Consultation process. 

The meetings started on the 12 May 2010 up until the 27^^ of May 2010. A total of 43 
meetings have been convened during this period. 

5.3 WARD COMMITTEES' ESTABLISHMENT AND FUNCTIONALITY 

Ward Committees have been established in all 27 wards of the municipality. All the 
committees are functional and meet regularly on a monthly basis. Constituency meetings 
are conducted every second month and minutes of such meetings are submitted to the 
Speaker. Issues that require attention are referred to management for attention or relevant 
portfolio committees for consideration. 

5.4 LEGAL MATTERS 


The legal services, including conveyancing has been outsourced to local attorneys. 


5.4.1 Management of litigation 


INVESTIGATIONS, LITIGATIONS & CLAIMS 


TYPE 

ISSUE UNDER 

CONSIDERATION 
/ AFFECTED 
COMPONENT 

UNDERAKEN 
BY /OTHER 
PARTY 

COMMENCED 

EXPECTED 

COMPLETION 

POTENTIAL 

LIABILITY 

Claim 

Potential Liability 

A S Burwana 

2001 

2001 

R 200 000.00 

Litigation 

Potential Liability 

Civil & 

General 

2007 / 2008 
Financial year 

2009/2010 

R 150 000.00 

Litigation 

Potential Liability 

MaxProf 
(Pty) Ltd 

2007/2008 
Financial year 

2009/2010 

R 250 000.00 

Litigation 

Potential Liability 

Motile, A 

2005 / 2006 
Financial year 

2010 

R 100 000 .00 
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CHAPTER 6 - FUNCTIONAL AREAS REPORTING AND ANNEXURE 


A: FUNCTIONAL AREA SERVICE DELIVERY REPORTING 


6.1 GENERAL INFORMATION (POPULATION STATISTICS) 



LUKHANJI MUNICIPALITY 



GENERAL INFORMATION 





Reporting 

Level 

Detail 

Total 





Overview: 

The Lukhanji Municipality with its seat in Queenstown includes 
the former Queenstown TLC, Whittlesea TLC and 66 villagers 
from former surrounding TRC's. The Council consists of 53 
Councillors with an Executive Mayor and 6 full time Councillors. 







Information: 









Geography: 



1 

Geographical area in square kilometers 

4231KM2 
Likhaiii IDP 











Demography: 



2 

Total population 

184542 
Census 2001 






3 

Indigent Population 

34626 


4 

Total number of voters 

87707 


5 

Aged breakdown: 




- 65 years and over 

12034 



- between 40 and 64 years 

46647 



- between 15 and 39 years 

64666 



- 14 years and under 

61194 

Census 2001 


6 

Household income: 




- over R3,499 per month 

2186 



- between R2,500 and R3,499 per month 

4074 



- between Rl,100 and R2,499 per month 

4878 



- under Rl,100 per month 

173405 
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6.2 EXECUTIVE AND COUNCIL 


Function: 

Sub 

Function: 

Executive and Council 

N/A 





Reporting 

Level 

Detail 

Total 





Overview: 

The executive and Council serves as a link between 
the community, administration, other spheres of 
government, and the staff of the Municipality. The 
Municipal Manager, through the office of the 
Speaker is responsible for the co-ordination of the 
Municipality's work force in assisting with this 
process. 







Description 
of the 

Activity: 

The function of executive and council within the 
municipality is administered as follows and 
includes: 




The municipality is administered through a 
committee structure that includes 27 Ward 
Committees, 7 Standing Committee viz. Finance, 
Administration & Human Resources, Community 
Services, Technical Services, Human Settlements 
and Land Development, Special Programmes and 
IDP/LED. 




The functions undertaken include infrastructure, 
community services, development planning, and 
finance, but do not include education, health 
services, and welfare which reside within the 
jurisdiction of the provincial government. 




The municipality has a mandate to improve the life 
of all residents. 




The strategic objectives of this function are to: 




Develop a co-ordinate and integrated approach to 
planning and budgeting so that resources are 
applied to this objective in an effective and efficient 

manner. 




The key issues for 2009/10 are: 




The adoption of an integrated development plan 
linked to a 5 year budget within the adopted 
timeframe. 
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Development and implementation of a 

Performance Measurement System. 



Analysis of 
the 

Function: 




1 

Councillor detail: 




Total number of Councillors 

53 



Number of Councillors on Executive Committee 

9 


2 

Ward detail: 




Total number of Wards 

27 


3 

Number and type of Council and Committee 
meetings: 




Council Meetings 

10 



Mayoral Committee meetings 

21 



Finance Committee meetings 

6 



Community Services meetings 

7 



Technical Services meetings 

5 



Estates Committee meeting 

7 



Administration & Human Resources Committee 
meeting 

6 






Key 

Performance 

Area 

Performance During the Year, Performance 
Targets Against Actual Achieved and Plans to 
Improve Performance 

Current 

Target 





Job 

Description 

All job descriptions completed and issued to staff. 
All Job descriptions evaluated by Job Evaluation 
Committee. Final Outcomes report received. 

Completed 


Employment 
Equity Plan 

Employment Equity Plan developed, completed and 
submitted 

Completed 

& 

Submitted 


Skills Plan 

Skills Development Plan completed and submitted 

Completed 

& 

Submitted 


Skills Development report developed and 
submitted 

Completed 

& 

Submitted 
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6.3 FINANCE AND ADMINISTRATION FUNCTION'S PERFORMANCE 


Function: 

Sub Function: 

Finance and Administration 

Human Resources 





Reporting 

Level 

Detail 

Total 





Overview: 

The department has the responsibility of implementing 
and co-coordinating the human resource function of the 
municipality in a manner that is consistent with current 
legislation, existing collective agreements and Council 
policy. 







Description of 
the Activity: 

The function of human resource management within the 
municipality is administered as follows and includes: 




The department is administered by the Human Resources 
Manager who is directly responsible to the Director of 
Administration and Human Resources for the recruitment, 
selection, and induction of employees. The department has 
an ongoing monitoring role in taking all reasonable steps 
to ensure that employees comply with the provisions of 
human resources policies. 




The strategic objectives of this function are to: 




Develop and adopt appropriate systems and procedures to 
ensure fair, efficient, effective and transparent personnel 
administration, in accordance with existing legislation. 




Monitor the payment of remuneration in accordance with 
conditions of employment. 




Institute relevant training and development opportunities 
for employees. 




Introduce occupational health and work place safety 
standards. 




The key issues for 2007/08 have been: 




The finalisation of job description for all employees in 
accordance with the TASK job evaluation system. 



1 

The timeous development and submission of a Skills 
Development Plan 




Development and timeous submission of Skills 
Implementation Plan 




The development and implementation of an Employment 
Equity Report 




To keep employment within the limits of departmental 
budget. 



Analysis of 
the Function: 

Number and cost to employer at all municipal staff 
employed 




104 



- Professional (Manager/Specialist) 

98 


- Field (Supervisor/Foreman) 

66 


- Office (Clerical/Administrative) 

112 


- Non-professional (blue Collar, outside workforce) 

277 
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6.4 COMMUNITY SERVICES 


WASTE MANAGEMENT 


The refuse collection functions of the Municipality are administered as follows: 

• Refuse within household in residential areas is removed once a week 

• Refuse removal in businesses is removed according to the agreed schedule between the 
Municipality and the business in question ( i.e. once, twice or thrice a month) 

• Bulk refuse from businesses (industrial areas) is also removed as per agreed schedule 
between the Municipality and the business 

• Cleaning of street and sidewalks is done on a daily basis to ensure that the streets within 
the CBD are clean 

• Cleaning of open illegal dumped areas to ensure that the environment is kept clean and 
healthy on a regular basis. 

These services extend to include Mlungisi, Ezibeleni, Queenstown Households, businesses 

within CBD and Industrial areas, but do not take into account rural areas of Lukhanji, Farms, 

Hinge, Lesseyton and Tyiden. 

The Municipality has a mandate to: 

• Render Waste Collection, removal and disposal services within its area of jurisdiction as 
per National Environmental Management: Waste Act No 59, 2008. 

• Take all lawful, necessary and reasonable practical measures to maintain its jurisdiction 
at all times in a hygienic condition. 

• Ensures that Waste is properly managed from generation to final disposal in an 
environmental friendly manner. 

• Ensure clean and healthy environment. 

The Strategic objective of this function are to: 

• Provide efficient and affordable refuse removal service within the greater Lukhanji Local 
Municipality 
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• Ensure Waste minimisation strategies are in place through separation of waste at 
source, recycling in the form of opening a buy pack centre and public awareness 
campaign 

• Ensure the implementation of Waste Hierarchy and ensure that waste that cannot be 
recycled is disposed at a permitted Municipal Landfill Site and is disposed in an 
environmental manner. 


The key issues for 2010/ 11 are projects that addressed the following: 


■ Community awareness with regard to environmental issues ( illegal dumping, cleaning, 
greening and beautification of open spaces) 

■ Waste minimisation thought opening of a multi buy back centre (support of co- 
operatives to form such centre) 


■ Minimisation of waste disposal to the Municipal Landfill site through recycling 


Analysis of 

Number and cost to employer of all personnel 

Total 

R(OOOs) 

the 

Function 

associated with refuse removal: 



1 

- Professional(Engineers/ Consultants) 

2 

R634 351 


- Field (Supervisors / Foremen) 

7 

R980 420 


- Office(Clerical/ Administration) 

1 

R139 379 


- Non-professional (blue collar, outside workforce) 

105 

R7 205 396 


- Temporary 

<total> 

<cost> 


- Contract 

Note: total number to be calculated on full-time 
equivalent (FTE) basis, total cost to include total 
salary package. 

77 

1391322 

2 

Number of households receiving regular refuse 
removal services, and frequency and cost of service: 


R(OOOs) 


- Removed by municipality at least once a week 

27 379 

2 048 770 


- Removed by municipality less often 

<total> 

<cost> 


- Communal refuse dump used 

<total> 

<cost> 


- Own refuse dump 

<total> 



- No rubbish disposal 

Note: if other intervals of services are available, 
please provide details 

<total> 


3 

Total and projected tonnage of all refuse disposed: 

- Domestic/ Commercial 

118 toner pd 

137 1 pd 


- Garden 

21 to per 

30 ton per day 


Note: provide total tonnage for current and future 

day 
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; years activity 



4 

Total number, capacity and life expectancy of refuse 
disposal sites: 

- Domestic/ Commercial 

- Garden 

Note: provide the number of tip sites, their total 
current capacity and the expected lifespan as at end 
of reporting period 

6 

10 years 

Reporting 

Detail 



Level 

Anticipated expansion of refuse removal service: 



5 

- Domestic/ Commercial 

- Garden 

Note: provide total number of households 
anticipated to benefit and total additional operating 
cost per year to the municipality 

4526 

338 680 

6 

Free Basic Service Provision: 

4481 



- Quality (number of households affected) 

- Quantum (value to each household) 

Refuse 

335 313 


Note: Provide details of how many households 

Removal 



receive the FBS provision, and the average value it 

Service 



means per household. Describe in detail the level of 
Free Basic Services provided. 

Qnce a week 


7 

Total operating cost of solid waste management 
function 


R31068 441 

8 

Nature and extent of facilities provided: 

No of 

facilities 



-Library services 

5 

220 000 


-Museums and art galleries 

1 

<number> 


-Qther community halls/facilities 

<number> 

<number> 


-Cemeteries and crematoriums 

6 

<number> 


-Child care (including creches etc) 

<number> 

<number> 


-Aged care (including old age homes, home help) 

<number> 

<number> 


-Schools 

<number> 

<number> 


-Sporting facilities 

4Stadiums 

Isport 

Stadiums 

<number> 


-Parks 

4 

<number> 

9 

Number and cost to employer of all personnel 
associated with each community services function: 


R(OOOs) 


-Library services 

5 

2933124 


-Museums and art galleries 

<total> 

<cost> 


-Qther community halls/facilities 

<total> 

<cost> 


-Cemeteries and crematoriums 

6 

1238169> 


-Child care 

<total> 

<cost> 


-Aged care 

<total> 

<cost> 


-Schools 

<total> 

<cost> 
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-Sporting facilities 
-Parks 

Note: total number to be calculated on full-time 
equivalent (FET) basis, total cost to include total 
salary package 

5 

4 

1100293 

5954873 


Total operating cost of community and social 
services forum 


R(OOOs) 


CEMETERIES 


Lukhanji Municipality only deals with the Funeral Undertakers regarding funerals. They 
apply to us for a grave for a funeral and then provide us with the necessary burial order for 
the funeral. The Municipality is responsible for digging the grave and see that everything is 
in order for the funeral at the cemetery. We also close the grave after the funeral only when 
requested. We are responsible for the upkeep of the cemeteries. 

SPORT STADIUMS 


Lukhanji Municipality provides sporting facilities to the community of Lukhanji. We have 4 
sport stadiums and 1 indoor sport centre. Bookings to utilise these facilities are process at 
Community Services Admin Office. 

The Horticulturist, caretakers and general assistants are responsible for the maintenance of 
these facilities. 


BONKOLO AND BERRY DAM 


These dams are extensively used by the public for fishing and picnics. Community Services is 
responsible for the maintenance. 
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LAWRENCE DE LANGE GAME RESERVE 

We offer guided tours and educational tours to the community and schools surrounding 
Queenstown. There is a Lapa and the Sunnyside Picnic area that are hired out for functions. 
The game reserve is also open to the public during the day for game viewing. 

PARKS 

Queenstown has various parks and open spaces which are maintained by the Community 
Services. The parks are mainly used for passive recreation and students use it to do their 
studies during the day. 

The Superintendent of Parks, Supervisors and General Assistants are responsible for parks 
maintenance. 


HIV & AIDS STRATEGY 


Key 

Performance 

Areas 

Performance during the year. Performance 
targets against actual achieved and plans to 
improve performance 

Current 

Target 

1. Support the 

Performance During the Year 



functioning of 




the AIDS 

Two trainings on Sexually Transmitted Infections 



Training, 

have been conducted in the Lukhanji and Intsika 

48 

114 

Testing, 

Yethu LSAs. 

Trained 


Information 


(STI) 


and 

Qne training on Prevention of Mother to Child 



Counselling 

Transmission have been facilitated in the 



Centre that is 

Lukhanji LSA. 



established as 



204 

a joint 

Four trainings on HIV & AIDS, Counselling and 



initiative 

Testing and Prevention of Mother to Child 

63Traine 


between 

Transmission have been conducted in each of the 

d 


Lukhanji and 

following LSAs: Lukhanji, Emalahleni, Engcobo 

(HCT/PM 


Department 

and Sakhisizwe. 

TCT) 


of Health for 




the 

Performance Targets Against Actual Achieved 



coordination 




of the HIV & 

A total of 48(114) participants have been trained 



AIDS and 

on STI, 10 on PMTCT, 63(204) on HCT/PMTCT 



Sexual 

giving a total of 



Transmitted 




Infections 

Plans to Improve Performance 
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training 

programs 


2. Re 

establishment 
of the Local 
Aids Council 
(LAC) 


Trainings plans have now been put in place after 
a thorough skills audit in each facility by all sub- 
districts. Also the appointment of a full-time 
trainer is now at its final stages of completion. By 
2010 February ATTIC will be having a delegated 
person to fast track and conduct trainings. 
Performance during the year 

16 NGO's, CBO's and NPO's have been mobilised 
across the Lukhanji Municipality to take part in 
the activities of the Local Aids Council. "Across" in 
this regard refers to the five clusters of Lukhanji: 
Whittlesea, Lesseyton & Zingquthu, Mlungisi, 
Ezibeleni, Hinge & Machibini. The LAC has thus 
been successfully revived. All the operational and 
fuctional structures have been put in place, that is 
- The Technical Task Team, Local Organising 
Committee, and the six LAC programmatic sub- 
committees. All these committees have been 
populated by Municipal officials, reps from 
NGO's, NPO's and CBO's 


Plans to improve Performance 


- Strengthening of the council capacity to 
provide strategic direction to HIV & AIDS 
stakeholders 

- Deployment of senior municipal officials to 
the Technical Task Team committee 

- Cooption of technical experts to the sub- 
committees 

- Sub committees to develop clear programs of 
operation 

- Appointment of the HIV & AIDS coordinator 
by February 2011 
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6.5 HOUSING AND TOWN PLANNING 


Housing and town planning services delivery strategy and main role-players 

The role of the Municipality in Town Planning is to manage land use and land sales. The 
Municipality is receiving a number of applications on land management (rezoning, special 
consent, subdivisions and consolidation) and land sales. The municipality is assisting the 
public with housing issues. There is a team of housing administrators and land clerks which 
are leaded by the Manager Human Settlement and Land Development who are dealing with 
daily land and housing issues within the municipality. 

Level and standards in Housing and Town Planning Services 

The municipality has developed a year plan for land that is available for purchase. All land is 
categorised for different types of development. The municipality is also looking at 
developing different types of housing, which are low income, middle income and high 
income housing development. All housing and Land Clerks have yearly targets and they 
report monthly on their achievements. 

Challenges and remedial action 

A sizeable number of people are still residing in informal settlements. There is an urgent 
need to address this problem and relocate all informal settlement dwellers into service sites 
with intention to erect top structure on those sites. The Directorate has since identified 
land to accommodate these people. Thus far, one thousand two hundred (1 200) erven 
have been planned and pegged with electricity installed in those sites in New Rathwick at 
Mlungisi Township. The target has been to create three thousand (3 000) to five thousand 
(5 000) sites to complete the programme. 

The Department of Human Settlements at Provincial level and Chris Hani District 
Municipality are working hand in hand with the Local Municipality, that is, Lukhanji 


112 



Municipality to install bulk services to the entire area. Furthermore an application has been 
submitted to the Department of Human Settlements at Provincial level. 

Other challenges are people living in backyards across our township both at Mlungisi and 
Ezibeleni, even in these areas land has been earmarked for this purpose. At Mlungisi, 
Sabata Dalinyebo is going to be extended with two thousand (2 000) sites which would be 
developed in phases. Ezibeleni two (02) different portions of land have been set aside for 
further development, that is land next to Temba but adjacent to Ikhala College of Education. 
Another portion is on top of Ezibeleni below the mountain also earmarked for development. 

Finally we have other challenges in rural areas where people have interest in houses. The 
Directorate has since requested the assistance of councillors to identify priorities in those 
villages where they are in most need. That process has kicked off with councillors 
identifying priorities. There are a sizeable number of villages and farms that are under the 
management of Lukhanji. 

Linked to other challenges is the growing habit amongst beneficiaries of these houses where 
these beneficiaries are selling their houses and return to informal settlements. Other 
challenges are the illegal occupation of land by members of the public and expect to be 
provided with services at the end of the day. Another serious challenge on provision of new 
houses is the level of quality that is produced by contractors. The workmanship is not 
pleasing at all. In some of the gatherings at provincial level, we have requested the 
blacklisting of these contractors. 

Furthermore is the issue of the level of roads provided in these houses? The roads or 
funding available for these roads create more burden for the Municipality because the 
residents in these areas expect the Municipality to upgrade their gravel roads and 
sometimes demand higher level of roads like tarred roads. Though the Municipality has 
adopted a programme of gravel seal which is similar to tarred roads, the situation always 
creates more demands. 
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Spatial Planning 

Lukhanji SDF was last reviewed in 2007, it is outdated. The municipality is looking at 
reviewing the SDF with the help of the Chris Flani District Municipality. Municipal official and 
the public do not understand spatial planning. Limited funding to develop and implement 
spatial planning. 
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6.6 WASTE WATER MANAGEMENT 


Function: Waste Water Management 

Sub Function: Sewerage etc 





Reporting 

Level 

Detail 

Total 

Cost 





Overview: 

Water & sanitation services are contracted out to 
WSSA. They are responsible for all water & 
sanitation services, excluding infrastructure, 
provision as well as the operation and maintenance 
thereof. 







Description of 
the Activity: 

The sewerage functions of the municipality are 
administered as follows and include: 




Annual contract with WSSA. Queenstown, Mlungisi 
and Ezibeleni all have waterborne sanitation. 10% 
of Whittlesea has septic tanks in ext. 2, in Sada all 
buckets were eradicated during 2008, which brings 
the whole of Wittlesea area connected to 
waterborne sewage. All stands in Ekuphunleni are 
with waterborne sewage while Madekeni and 
Shiloh have pit latrines. The informal areas have pit 
latrines, which includes a number of VIP's. 

Maintenance of all reticulation falls under WSSA as 
per contract. This includes sewer blockages, 
rehabilitation of pipes and manholes, pipe 
replacement etc. Whittlesea has a sewer tanker 
clearing septic tanks as and when required, 
including Hinge and villages. 




The establishment, operation, management and 
regulation of a system, including infrastructure, for 
the collection, removal, disposal and/or purification 
of human excreta and domestic wastewater to 
ensure minimum standard of services necessary for 
safe and hygienic households. 

The municipality has a mandate to: 








The strategic objectives of this function are to meet 
maximum flow demand, to provide waterborne 
sewers to all households and to maintain 
reticulation in proper working condition. 




The key issues for 2009/10 are: 




115 



To maintain and upgrade networks to an acceptable 
standard. 











Analysis of 
the Function: 




1 

Number and cost to employer of all personnel 
associated with sewerage functions: (Including 

WSSA contract) 


14 253 432 


- WSSA annual contract 

- 

12 910 461 


- Professional (Engineers/Consultants) 

2 

R262 535 


- Field (Supervisors/Foremen) 

5 

R274 680 


- Office (Clerical/Administration) 

2 

R256 779 


- Non-professional (blue collar, outside workforce) 

11 

R548 977 


- Temporary 

0 

0 


- Contract 

0 

0 

2 

Number of households with sewerage services, and 
type and cost of service: 

41262 



- Flush toilet (connected to sewerage system) 

25961 

101,844,000 


- Flush toilet (with septic tank) 

6094 

30,470,000 


- Chemical toilet 

0 

0 


- Pit latrine with ventilation 

9207 

56,595,500 


- Pit latrine without ventilation 

0 

0 


- Bucket latrine 

0 

0 


- No toilet provision 

12404 

112,913,200 


Note: if other types of services are available, please 
provide details 



3 

Anticipated expansion of sewerage: 




- Flush/chemical toilet 

557 

2,785,000 


- Pit latrine 

300 

1,844,102 


- Bucket latrine 

0 



- No toilet provision 

0 



Note: provide total number of households 
anticipated to benefit and total additional operating 
cost per year to the municipality 

857 

4,629,102 


4 

Free Basic Service Provision: 




- Quantity (number of households affected) 

13 750 



- Quantum (value to each household) 

R542.82 
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ANNEXURES 



ORGANOGRAM 



MUN1CIP^^,ANACER 








ADMIN & HR : R£S0URCE 



TAKEN 

FROM 

POOL 

Submit 

job 

desc to 
EXCO 



'ypvu. 







ADMIN & HR ; administration 











ESTATES HOUSING ADMINISTRATION 





















ESTATESLANDS MANAGEMENT 



ESTATES 

TO 

REPORT 









FINANCE REVENUE BILLING 














FINANCE rNFORMATION TECHNOLOGY 
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AUDIT 1 


MINUTES OF A MEETING OF THE AUDIT COMMITTEE (LUKHANJI MUNICIPALITY) HELD ON 
THURSDAY, 20 AUGUST 2009 AT 11:30 IN THE BOARD ROOM, OFFICE OF THE EXECUTIVE MAYOR 

PRESENT 


T PUTZIER 

V HARTLEY 

CHAIRPERSON 

AUDIT COMMITTEE 

P BACELA 

I SCHOEMAN 

MUNICIPAL MANAGER 

CFO 

D VAN WYK 

E WINNAAR 

DIRECTOR: ADMINISTRATION & H.R. 

CHIEF TRAFFIC OFFICER 

E MINNIE 

D McKERRY 

INTERNAL AUDITOR 

IT MANAGER 


1. OPENING AND WELCOME 

The Chairperson, Mrs. T. Putzier, opened the meeting and welcomed all present. 

2. APOLOGIES 
None. 

3. DECLARATION OF INTEREST 

Members of the Audit Committee declared their interests in writing. 

4. MINUTES OF THE NORTHERN CLUSTER AUDIT COMMITTEE MEETING HELD ON TUESDAY, 
26 MAY 2009 AT 14:00 IN THE BOARD ROOM, OFFICE OF THE EXECUTIVE MAYOR, LUKHANJI 
MUNICIPALITY 

RESOLVED 

That the minutes of the Northern Cluster Audit Committee meeting held on Tuesday, 26 May 2009, be 
confirmed. 

5. MINUTES OF THE AUDIT COMMITTEE MEETING HELD ON THURSDAY, 07 MAY 2009 AT 11:20 
IN THE BOARD ROOM, OFFICE OF THE EXECUTIVE MAYOR 

RESOLVED 

That the minutes of the Audit Committee meeting held on Thursday, 07 May 2009 be confirmed. 

6. INTERNAL AUDIT REPORT: TRAFFIC DEPARTMENT 

The Chairperson advised the meeting that it is not the duty of the Internal Auditor to rectify mistakes found 
during the audit process. It is the duty of the respective directorates to attend to and correct issues raised by 
Internal Auditor. 

The Chief Traffic Officer advised that, in response to the findings of the Internal Auditor, the Traffic Section 
conducted an interview with the staff member responsible for the receipt books. The relevant information has 
henceforth been marked as recommended by the Internal Auditor. Regarding the Testing Books, the Chief 
Traffic Officer advised that the Testing Books Register has now been rectified. 

RESOLVED 

That the corrective action taken by the Traffic Section on the audit conducted at the Traffic Department be 
accepted. 
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INTERNAL AUDIT REPORT: LEAVE RECORD CARDS 

The Internal Auditor explained that the Leave Records Clerk was careless probably as a result of the fact that she 
was aware that she would leave the service of the Municipality. The Director of Administration in consultation 
with the Human Resources Manager and CFO agreed that a comprehensive audit on the leave records be 
conducted in order for the system to be placed on the payroll. A new electronic clocking system has been 
acquired and will be implemented in due course. This system will assist in keeping proper track of all leave 
taken. 

RESOLVED 

That care be taken to ensure that all leave taken by employees are correctly and adequately accounted for and that 
management regularly monitor the situation to avoid discrepancies. 

INTERNAL AUDIT REPORT: APPOINTMENTS/RECRUITMENTS 

The Director: Administration and Human Resources disputed the accuracy of some of the findings contained in 
the Audit Report. The following was highlighted to clarify the point: 

• Reference checks are conducted on all shortlisted candidates. 

• Scoresheets of all interviewing panel members of all candidates are kept on record. 

• No scoresheets will be available in instances where contract workers have been appointed. 

• All job descriptions have been finalised and evaluated by the Central Evaluation Committee. 

RESOLVED 

(a) That the policy on the process for the appointment of staff members be reviewed. 

(b) That the Director: Administration and H.R. submit his comments on the report in writing for information 
and record purposes. 

INTERNAL AUDIT REPORT: INCOME: DEBTORS 
The Chief Financial Officer submitted the following clarities: 

• Debtors with outstanding rates and sewerage amounts received final notices and were disconnected. They are 
in the process to hand over the outstanding rates to the attorneys for collection. 

• Consumers in Nomzamo, Mlungisi and Ezibeleni were disconnected and cables were removed at some of the 
houses. 

• The water was disconnected in the Whittlesea business area. Some of the consumers did make a payment 
after disconnection, but others are due to be handed over to the attorneys for collection. 

• Government Departments received a final notice and promised to pay outstanding balances by the 3 1 March 
2009. If no payments are made, services will be disconnected. 

• Some of the balances on the list are outdated as consumers did make payments on the outstanding balances. 

The Committee expressed concern about the high debt levels and the increase in bad debt. It makes little sense to 
raise interest on accounts that have a zero chance of recovery. Consideration should be given to write-off arrears 
that the municipality knows will be impossible to recover. 

RESOLVED 

(a) That the explanations submitted by the CFO, be accepted. 

(b) That the general concerns expressed by the Audit Committee be noted. 

INTERNAL AUDIT REPORT: GENERAL COMPUTER CONTROLS 

The IT Manager explained that all staff members with access to the main frame have been issued with their own 
personal passwords. These passwords are not interchangeable and staff members have been made aware that 
their passwords should not be disclosed to anyone else. The IT Manager will arrange for passwords to be 
changed on a regular basis (3 monthly intervals). 
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RESOLVED 

That the explanations submitted by the IT Manager be accepted. 

11.1 INTERNAL AUDIT PERFORMANCE: INTERNAL AUDIT PLAN 
RESOLVED 

That the the Internal Audit Performance Report for the 2008/2009 financial year, be noted. 

11.2 INTERNAL RISK ASSESSMENT 

The committee is not in possession of an internal Risk Management Plan. The Committee is of the opinion that 
management should give urgent attention to the drafting of same. 

RESOLVED 

(a) That management consider conducting an urgent risk assessment and draft a Risk Management Plan 
accordingly. 

(b) That the risk assessment conducted in 2007 be reviewed as part of the process as in (a) above. 

(c) That feedback be given to the Audit Committee at its next meeting on the availability of funds to 
conduct the processes as in (a) and (b) above. 

1 1.3 REPLACEMENT OF AUDIT COMMITTEE MEMBER 

The Curriculum Vitae ’s received from persons that have indicated their interest in serving on the Audit 
Committee was considered. 

RESOLVED 

(a) That the Municipal Manager liaise with his counterparts and Emalahleni and Sakhisizwe mimicipalities 
regarding the suitable replacement for the Audit Committee member who resigned. 

(b) That, should the proposals of Lukhanji Municipality not be acceptable, Ms. Marizanne Havenga be 
recommended as a replacement. 

11.4 INVITATIONS TO STAKEHOLDERS 
RESOLVED 

(a) That the Auditor General as well as representatives from the Provincial Treasury be invited to all 
meetings of the Audit Committee. 

(b) That the Chairperson of the Finance Committee also he invited to attend. 

(c) That all costs to make the attendance of persons as in (a) and (b) above possible, be borne by the 
municipality. 

11.5 INTERN 

The Chairperson reported that the replacement of the Internal Audit Intern has not been done. Applications 
should be submitted in November each year. Lukhanji Mimicipality will therefore not be provided with a 
replacement at this stage. 

RESOLVED 

That the report of the Chairperson be noted. 
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DATE OF NEXT MEETINGS 
RESOLVED 

That the next meetings be in September 2009 and November 2009 on either Tuesdays or Thursdays mid-month. 
CLOSURE 


The meeting terminated at 12:50. 



AUDIT 5 


MINUTES OF A MEETING OF THE AUDIT COMMITTEE (LUKHANJI MUNICIPALITY) HELD ON 
THURSDAY, 01 OCTOBER 2009 AT 11:00 IN THE BOARD ROOM, OFFICE OF THE MUNICIPAL 
MANAGER 

PRESENT 


T PUTZIER 
CHAIRPERSON 

P BACELA 

MUNICIPAL MANAGER 


V HARTLEY 
AUDIT COMMITTEE 

I SCHOEMAN 
CFO 


V DUSUBANA M LAAKS 

CHRIS HANI DISTRICT MUNICIPALITY AUDITOR GENERAL 

E MINNIE C VAN DER MERWE 

INTERNAL AUDITOR AUDITOR GENERAL 

A K WANJAU 
ERNST AND YOUNG 


1. OPENING AND WELCOME 

The Chairperson, Mrs. T. Putzier, opened the meeting and welcomed all present. 

2. APOLOGIES 
Councillor Xoseni. 

3. DECLARATION OF INTEREST 

Members of the Audit Committee declared their interests in writing. 

4. MINUTES OF THE AUDIT COMMITTEE {LUKHANJI MUNICIPALITY) MEETING HELD ON 
THURSDAY, 20 AUGUST 2009 AT 11:30 IN THE BOARD ROOM, OFFICE OF THE EXECUTIVE 
MAYOR 

RESOLVED 

That the minutes of the Audit Committee meeting held on Thursday, 20 August 2009, be confirmed. 

5. INTERNAL AUDIT REPORT: APPOINTMENTS/RECRUITMENTS 
RESOLVED 

That the comments submitted by the Director: Administration on the Appointments/Recruitments, be noted. 

6. INTERNAL AUDIT REPORT: INCOME: DEBTORS 
RESOLVED 

(a) That the Internal Audit Report dated 28 July 2009 on Debtors submitted by the Internal Auditor, be 
noted. 

(b) That the comments submitted by the Chief Financial Officer on the report as in (a) above, be noted. 

(c) That Council’s resolution on the recovery of debt of Government Departments be implemented. 

(d) That the Directors of Technical Services and Finance be invited to the next meeting of the Audit 
Committee. 

(e) That the Remittance Register be checked and signed at least once every week by the Revenue Manager. 

(f) That the Revenue Manager be invited to the next meeting of the Audit Committee. 
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(g) That the Director: Estates update municipal records in respect of all leases of municipal properties. 

GENERAL 

7.1 REPLACEMENT OF AUDIT COMMITTEE MEMBER 
RESOLVED 

(a) That Ms. Marizanne Havenga be recommended as a replacement for the vacancy on the Audit 
Committee as created by the resignation of Mr I McEwan. 

(b) That the recommendation be submitted to the Council’s of all cluster member municipalities for 
approval. 

7.2 PRESENTATION FROM ERNST AND YOUNG 
RESOLVED 


That the presentation from Messrs. Ernest Young on the project plan for the duration of the project, be 
noted. 

CLOSURE 

The meeting terminated at 12:10. 





AUDIT 7 


MINUTES OF A MEETING OF THE AUDIT COMMITTEE OF LUKHANJI MUNICIPALITY HELD ON 
WEDNESDAY, 21 APRIL 2010 AT 11:30 IN THE BOARD ROOM, OFFICE OF THE MUNICIPAL MANAGER 

PRESENT 


T PUTZIER 

V HARTLEY 

CHAIRPERSON 

AUDIT COMMITTEE 

P BACELA 

G GROENEWALD 

MUNICIPAL MANAGER 

AUDIT COMMITTEE 

E MINNIE 

I SCHOEMAN 

INTERNAL AUDITOR 

CFO 

A WANJAU 

ERNST AND YOUNG 



1. OPENING AND WELCOME 

The Chairperson, Mrs. T. Putzier, opened the meeting and welcomed all present. 

2. APOLOGIES 
MR L. NTLALE 

ACTING DIRECTOR: ADMINISTRATION AND H.R. 

3. DECLARATION OF INTEREST 

Members of the Audit Committee declared their interests in writing. 

4. ADOPTION OF AGENDA 
The agenda was adopted. 

Mrs V. Dubusana from Chris Hani District Municipaiity was excused from the meeting as she was not going 
to make a specific submission and was not invited by Lukhanji Municipaiity to attend the meeting. The Audit 
Committee wiii seek guidance on how to handie the matter. 

5. INTERNAL AUDIT REPORT: EXPENDITURE: CREDITORS 

RESOLVED 

(a) That the Internal Auditor report back to the relevant people regarding findings on the report and 
that action be taken. 

(b) That it be noted that the Odometer readings of vehicle Registration Numbers CLC567EC, BZW367EC 
and CSX036EC were faulty. 

(c) That the Internal Auditor submit regular progress reports regarding Daily Payment Vouchers. 

6. INTERNAL AUDIT REPORT: IMPACT OF HIV/AIDS ON POPULATION DEMOGRAPHICS, 
FAMILY STRUCTURES AND WORKFORCE 

RESOLVED 

(a) That it be noted that the vacancies for Professional Nurses have been advertised but Nurses are no longer 
interested in working for Municipalities as they receive better remuneration and benefits by working for 
Provincial Health Services. The tendency is to only work for the Municipality as a stepping stone to 
gain experience. 

(b) 


That it be noted that the Lukhanji Municipality does not have a budget for HIV/AIDS. The Aticc is 
responsible for HIV/AIDS matters and they are funded by grants received from the Province. 
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(c) That it be noted that the vacancy of HIV/AIDS Manager has been advertised and the candidate appointed 
will drive the HIV/AIDS Strategy for Lukhanji Municipality. 

(d) That a follow up on the HIV/AIDS Strategy be done to review the existing HIV/AIDS Policy within 
Lukhanji Municipality. 

(e) That it be noted that the Philani Clinic has been renovated and discussions are currently being held 
regarding the Provincialisation of Clinics. 

7. EXTERNAL AUDIT REPORT: FIXED ASSETS AND INVENTORIES 
RESOLVED 

(a) That an Asset Transfer Form be completed should assets be moved from one Directorate to another 
Directorate. 

(b) That the Asset Register be updated. 

(c) That a working committee be established from the Directorate of Finance and Supply Chain 
Management to verify the Fixed Asset Register on a quarterly basis. 

8. AUDIT ACTION PLAN 
RESOLVED 

(a) That the Audit Action Plan be a standing item on the agenda of the Audit Committee. 

(b) That once the Action has been implemented and submitted to the Audit Committee for consideration, the 
item be removed from the Audit Action Plan. 

9. INTERNAL AUDIT PLAN: 2010 TO 2012 
RESOLVED 

(a) That the report on the Lukhanji Municipality Internal Audit Plan, be noted. 

(b) That the Directorate of Technical Services implement a Risk Assessment Plan in order to keep abreast 
with current and future infrastructure demands and that should funding not be available pro-active 
measures be implemented. 

10. REPORT OF THE AUDITOR GENERAL TO THE EASTERN CAPE PROVINCIAL LEGISLATURE 
AND THE COUNCIL ON THE FINANCIAL STATEMENTS AND PERFORMANCE INFORMATION 
OF LUKHANJI MUNICIPALITY FOR THE YEAR ENDED 30 JUNE 2009 

That the Report of the Auditor General to the Eastern Cape Provincial Legislature and the Council on the 
Financial Statements and Performance Information of Lukhanji Municipality for the year ended 30 June 2009, be 
noted. 

11. CLOSURE 

The meeting was terminated at 1 1:40. 


*******i*ri<n*tilr*yfilr*****i*fi*r*:*nlrilr 



AUDIT 9 


MINUTES OF A MEETING OF THE AUDIT COMMITTEE OF LUKHANJI MUNICIPALITY HELD ON 
THURSDAY, 13 MAY 2010 AT 10:00 IN THE BOARD ROOM, OFFICE OF THE MUNICIPAL MANAGER 

PRESENT 


T PUTZIER 

I SCHOEMAN 

CHAIRPERSON 

CFO 

G GROENEWALD 

E MINNIE 

AUDIT COMMITTEE MEMBER 

INTERNAL AUDITOR 

A WANJAU 

LHAWU 

ERNST AND YOUNG 

FINANCIAL INTERN 


1. OPENING AND WELCOME 

The Chairperson, Mrs. T. Putzier, opened the meeting and welcomed all present. 

2. APOLOGIES 

(a) Mr P. Bacela 
Municipal Manager 

(b) Mr L. Ntlale 

Acting Director; Administration and H.R. 

(b) Mr V. Hartley 

Audit Committee member 

3. DECLARATION OF INTEREST 

Members of the Audit Committee declared their interests in writing. 

4. MINUTES OF THE MEETING OF THE AUDIT COMMITTEE OF LUKHANH MUNICIPALITY 
HELD ON WEDNESDAY, 21 APRIL 2010 AT 10:30 IN THE BOARD ROOM, OFFICE OF THE 
MUNICIPAL MANAGER 

RESOLVED 

(a) That the minutes of the meeting of the Audit Committee held on 21 April 2010 be amended to read as 
follows: 

“S. AUDIT ACTION PLAN 

RESOLVED 

(a) That the Audit Action Plan be a standing item on the agenda of the Audit Committee. 

(b) That once the Action has been implemented and submitted to the Audit Committee for 
consideration, the item be indicated as actioned. " 

(b) That the minutes of the meeting of the Audit Committee of Lukhanji Municipality held on Wednesday, 
21 April 2010 as amended be accepted. 

4.1 MATTERS ARISING 

4.1.1 INTERNAL AUDIT REPORT: EXPENDITURE: CREDITORS 
RESOLVED 


That it be noted that the Internal Auditor is attending to the following matters as resolved at a meeting of 
the Audit Committee held on 21 April 2010: 
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“(a) That the Internal Auditor report back to the relevant people regarding findings on the report 

and that action be taken. 

(b) That the Internal Auditor submits regular progress reports regarding Daily Payment 
Vouchers. " 

4.1.2 INTERNAL AUDIT REPORT: FIXED ASSETS AND INVENTORIES 
RESOLVED 

(a) That it be noted, input forms have been sent to Directorates but no follow up has been done. 

(b) That the update of the Asset Register be a continuous process and not be left for verification at 
the end of each financial year. 

(c) That Directorates submit completed forms of the Asset Register to the Chief Financial Officer 
to verify Fixed Assets. 

4.1.3 INTERNAL AUDIT PLAN: 2010 TO 2012 
RESOLVED 

That the information be referred to the relevant Directorates and the Municipal Manager do a follow up 
on outstanding items. 

5. INTERNAL AUDIT REPORT: STATUS OF THE AUDITOR GENERAL ACTION PLAN AS AT 31 
MARCH 2010 

RESOLVED 

(a) That it be noted that the Auditor General Action Plan is a standing item on the agenda of Directors of the 
Lukhanji Municipality and the target is to attend to all matters before the end of June 2010. 

(b) That the Audit Committee be informed of any challenges identified by the Directors. 

6. INTERNAL AUDIT REPORT: PERFORMANCE MANAGEMENT SYSTEM 
RESOLVED 

(a) That the Municipal Manager review the Performance Contracts. 

(b) That Section 57 Employees prepare Portfolios of Evidence and submit same as proof of actual 
performance. 

(c) That it be noted, the meeting scheduled with the Executive Mayor to undertake the performance 
assessment of the Municipal Manager has been postponed due to the Mayoral Outreach Programme. 

7. INTERNAL AUDIT REPORT: HUMAN RESOURCES MANAGEMENT SYSTEM 
RESOLVED 

(a) That all Section 57 Managers be responsible for their Directorates leave balances. 

(b) That the Human Resources Section do quarterly audits on all leave files. 

(c) That it be noted that all attendance registers should be signed by the senior managers on a daily basis to 
verify that employees were in attendance on particular days. 

8. AUDIT ACTION PLAN 
RESOLVED 

That the Audit Action Plan to address issues raised by Auditor General for the year ended 30 Jime 2009. be noted. 
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MAYORAL ENGAGEMENTS 

The Chairperson of the Audit Committee suggested that she introduce the Audit Committee to the Executive 
Mayor and after each meeting send him an e-mail informing him of the progress and highlighting problems of 
issues that have been discussed. 

RESOLVED 

That the Chairperson of the Audit Committee and the Municipal Manager further discuss the matter and a 
meeting be arranged with the Executive Mayor. 

PAYMENT OF FEES: AUDIT COMMITTEE MEMBERS 

The Chairperson of the Audit Committee informed the meeting of the problem of non-payment of Audit 
Committee members. She advised that she will inform the Municipal Manager of the problems. 

RESOLVED 

That the Chief Finaneial Offieer provide the Chairperson of the Audit Committee with the dates of meetings 
which were paid for in order to verify the sittings with the Assistant Administration Officer, Erlene Westerberg. 

CLOSURE 

The meeting terminated at 1 1;20. 


** ilr* Vf *** jinlf *★★★★***** Vf** ★ * 
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MINUTES OF A MEETING OF THE AUDIT COMMITTEE OF LUKHANJI MUNICIPALITY HELD ON 
MONDAY, 14 JUNE 2010 AT 10:45 IN THE BOARD ROOM, OFFICE OF THE MUNICIPAL MANAGER 

PRESENT 


T PUTZIER 
CHAIRPERSON 

G GROENEWALD 

AUDIT COMMITTEE MEMBER 

A WANJAU 
ERNST AND YOUNG 

X MAKELENI 

ADMINISTRATION MANAGER 


I SCHOEMAN 

CHIEF FINANCIAL OFFICER 
E MINNIE 

INTERNAL AUDITOR 
LHAWU 

FINANCIAL INTERN 


1. OPENING AND WELCOME 

The Chairperson, Mrs. T. Putzier, opened the meeting and welcomed all present. 

2. APOLOGIES 

(a) Mr P. Bacela 
Municipal Manager 

(b) Mr L. Ntlale 

Acting Director: Administration and H.R. 

(c) Mr M. Ngxobongwana 
Human Resources Manager 

3. ABSENT 

Mr V. Hartley 

Audit Committee member 

4. DECLARATION OF INTEREST 

Members of the Audit Committee declared their interests in writing. 

5. MINUTES OF THE MEETING OF THE AUDIT COMMITTEE OF LUKHANH MUNICIPALITY 
HELD ON THURSDAY, 13 MAY 2010 AT 10:00 IN THE BOARD ROOM, OFFICE OF THE 
MUNICIPAL MANAGER 

RESOLVED 

That the minutes of the meeting of the Audit Committee of Lukhanji Municipality held on Thursday, 13 May 
2010, be confirmed. 

5.1 MATTERS ARISING 

5.1.1 MAYORAL ENGAGEMENTS 

The Chairperson of the Audit Committee met with the Municipal Manager to discuss the idea of the 
Audit Committee members meeting with the Executive Mayor and the Speaker. 

RESOLVED 

That the Chairperson of the Audit Committee make an appointment with the Executive Mayor to get a 
suitable date for all the Audit Committee members to be available. 
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5.1.2 PAYMENT OF FEES: AUDIT COMMITTEE MEMBERS 

The Chairperson of the Audit Committee informed the Municipal Manager of the problem of non- 
payment of Audit Committee members. 

RESOLVED 

That the attendance registers for the Audit Committee meetings of Lukhanji, Emalahleni and Sakhisizwe 
Municipalities be submitted to the Assistant Administration Officer, Erlene Westerberg, to co-ordinate 
them and submit same to the Chief Financial Officer in order to make payment within 7 working days. 

6. INTERNAL AUDIT REPORT: INFRASTRUCTURE NEEDS 

The following findings were identified by the Internal Auditor: 


FINDINGS 

RESOLVED 

(a) Future infi-astructure needs are not being 

assessed. 

That the Director of Technical Services be invited to attend 
the next meeting of the Audit Committee to give feedback 
on the need analysis that will be performed. 

(b) Maintenance reports not signed. 

That Management enforce the Supervisors to check and 
sign maintenance reports as evidence of review with 
immediate effect. 

(c) Advertised call centre numbers are 

incorrect. 

That it be noted that the Director of Technical Services and 
the Internal Auditor have corrected the call centre numbers 
advertised. 


7. INTERNAL AUDIT REPORT: DEBTORS 

The following findings were identified by the Internal Auditor: 

7. 1 Not all overdue accounts are being disconnected. 

7.2 F ollow up on disconnections are not performed. 

7.3 Arrangements to pay are not being made for all overdue debtors. 

7.4 Debtors are not being handed over. 

RESOLVED 

That the Internal Auditor, Mr E. Minnie, report back on the above findings which are on the draft Debt Collection 
Project that is awaiting approval fi-om the Council. 

8. AOB 

The Chairperson of the Audit Committee requested that the Annual Financial Statements and detailed Financial 
Plan be submitted at the next meeting of the Audit Committee and that the IT Manager, Mr D. McKerry and the 
Director of Technical Services, Mr P. Bezuidenhout, be invited to attend the meeting. 

9. CLOSURE 

The meeting was terminated at 1 1 :25. 










